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GENERAL  FUND 
BY  AGENCY 


GENERAL   FUND  APPROPRIATION   SUMMARY 
1987   Biennium 


Fiscal  1986 


1985  Regular  Session 


Fiscal  1987 


1987  Biennium 


HB  217  -  Public  School  Support  S  11,266,000 

HB  270  -  Health  Insurance  Cmte.  4,000 

HB  513  -  Veteran's  Cemetery  12,500 

HB  667  -  Detention  at  Mountain  View  School  93,888 

HB  739  -  Water  Well  Contractors  6,500 


$  21,294,000 

4,000 

12,500 

93,889 

6,500 


$  32,560,000 

8,000 

25,000 

187,777 
13,000 


Special  Session  II 


HB  1   -  Feed  Bill 

HB  2   -  General  Assistance  &  Job  Search 

HB  5   -  McCarty  Farms  Case 

HB  8   -  Fire  Suppression 

HB  10  -  Linked  Deposit  Program 


298,422 
-0- 

28,863 
3,185,472 
-0- 


-0- 

3,638,948 
115,451 

-0- 
250,000 


298,422 
3,638,948 

144,314 
3,185,472 

250,000 


Special  Session  III 


HB  1   -  Feed  Bill 
HB  7   -  Indigent  Youth 
HB  14  -  Local  Government  Block  Grant 
HB  24  -  Voluntary  Genetics  Program 
HB  25  -  Subdivision  Review 
HB  26  -  Physicians'  Training 
HB  30  -  Ceneral  Appropriations  Act 
Agricultural  Counseling 
Committee  on  Indian  Affairs 
HB  31  -  Pay  Plan 


-0- 

225,000 

-0- 

253,500 

136,787 

34,125 

341,476,529 

70,000 

2,500 

4,186,000 


860,594 

213,750 

6,500,000 

253,500 

132,834 

34,125 

324,726,919 

262,500 

2,500 

4,214,000 


860,594 

438,750 

6,500,000 

507,000 

269,621 

68,250 

666,203,448 

332,500 

5,000 

8,400,000 


Total 


$361^280^086 


$362,616,010 


$723^^896^096 


*The  fiscal  1986  appropriation  has  been  reduced  by  the  2  percent  cuts  made  by  the  Governor. 
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GENERAL   FUND   SUMMARY 


Using  revenue  projections  by  the  Office  of  the  Legislative  Fiscal  Analyst,  the 
general  fund  is  projected  to  end  the  1987  biennium  with  a  balance  of  $1.80 
million.      Derivation  of  this  forecasted  balance  is  shown  in  Table  1. 


Table  1 

Projected  General  Fund   Balance 

1987   Biennium 

(Thousands) 


LFA 


Beginning  Fund  Balance,    July  1,    1985 

Projected  Revenue 

Net  Prior  Year  Revenue/Expenditure  Adjustments 

Total  Funds  Available 

Appropriations : 
Pay  Plan 

Public  School  Support 
Other  Appropriations 
Emergency  and  Disaster 
Continuing  Appropriations 
Long-term  Debt   Service 
TRANS  Interest  and  Issue  Costs 
Feed  Bills 
Supplemental : 

March  1986  Special  Session 

1987   Session 

Reversions: 
Debt  Service 

Continuing  Appropriations 
Public  Schools 
Other 

Total  Expenditures 

Ending  Fund  Balance,   June  30,    1987 


$  27,545 

714,727 

4,455 

$746,727 


$   8,400 

32,560 

674,224 

355 

1,065 

25,012 

4,937 

5,319 

7,551 
8,559 


(8,972) 

(78) 

(2,406) 

(11,602) 

$744,924 


The  revenue  forecast  shown  in  Table  1  reflects  the  effects  of  legislation 
passed  by  the  special  session  and  is  discussed  in  the  next  section  of  this  report. 
To  calculate  total  prior  year  adjustments,  adjustments  reported  on  the  books  at 
the  end  of  May   were  increased   by   the   $1.46   million   of  prior  year  revenue  booked 


in    June    for    a    partial    settlement    of    the    patients'    account    lawsuit    involving    the 
Department  of  Institutions. 

The  preceding  general  fund  appropriation  summary  lists  appropriations  en- 
acted by  the  1985  regular  session,  Special  Session  II,  and  Special  Session  III. 
Reflecting  passage  of  Senate  Bill  3,  interest  and  issue  costs  on  tax  or  revenue 
anticipation  notes  (TRANS)  assume  $70  million  of  notes  will  be  sold  in  fiscal  1987. 
The  estimated  appropriation  for  feed  bills  is  based  on  legislators'  salaries  at  grade 
8,  step  2  for  the  1987  session  in  accordance  with  House  Bill  3.  A  later  section 
on  public  school  funding  derives  the  school  foundation  program  reversion.  In 
Table  2,    fiscal   1987   general  fund   supplementals  are  given. 

Table   2 
Projected   Fiscal  1987   General   Fund  Supplementals 


Agency 

Justice 

Military  Affairs 
Health' 

SRS 


State  Lands 
Institutions 


OPI 

Board  of  Public  Education 

School  for  the  Deaf  and  Blind 

Total 


Program  /  Purpose 

County  Attorney  Pay 

Armory  Utility  Cost 

AIDS 

Planned  Parenthood   Suit 

AFDC 

Foster  Care 

Medicaid  -  Other 

-  Institutional 
Fire  Season   (normal) 
Corrections  Medical 
Eastmont 

Worker's  Compensation 
Litigation 
Foundation   Suit 
Foundation  Suit 
I   &   I   Reversion 


Amount 


$ 

130,000 

40,000 

23,000 

81,000 

2 

,243,777 

1 

,105,883 

1 

,062,911 

762,880 

827,000 

525,000 

56,350 

1 

,273,208 

327,428 

66,000 

15,000 

20,000 

$S. 

^59^437 

The  debt  service  reversion  shown  in  Table  1  includes  $5.1  million  as  a  result 
of  House  Bill  10  which  transferred  capitol  renovation  funds  to  the  long-range 
building  debt  service  account.  These  funds  are  to  be  used  for  principal  and 
interest  payments,  allowing  an  equal  amount  of  the  general  fund  debt  service 
appropriation  to  revert.  Included  in  other  reversions  is  $102,000  of  the  appro- 
priation for  the  detention  program  at  Mountain  View  School;  the  program  was 
eliminated  in   House  Bill  6. 


GENERAL  FUND  REVENUE  PROJECTIONS 


This  section  of  our  report  focuses  on  the  LFA  revenue  forecasts  with  brief 
explanations  of  differences  from  the  projections  in  House  Joint  Resolution  1  which 
was  introduced  to  establish  a  legislative  revenue  estimate.  Table  1  compares  the 
LFA  forecasts  with  those  in  HJR  1.  Both  include  the  effects  of  legislation  passed 
by  the  special  session. 


Table  1 

General  Fund  Revenue  Projections 

Fiscal  Years   1986  and   1987 

(Thousands) 


Fiscal  1986 

Fiscal  ll)87 

Category 

LFA 

HJR1 

Difference 

LFA 

HJR1 

Di  f  ferenco 

Individual  Income  Tax 

$110,157 

$110,157 

$  -0- 

$121,864 

$1?],864 

$  -0- 

Corporation  License  Tax 

33,490 

34,000 

(510) 

27,366 

28,000 

(634) 

Coal  Severance  Tax 

19,995 

19,995 

-0- 

18,167 

17,672 

495 

Oil  Severance  Tax 

22,836 

22,526 

310 

13,468 

13,725 

(257) 

Interest  on  Investments 

15,981 

16,001 

(20) 

21,468 

22,008 

(540) 

Long-range  Bond  Excess 

35,460 

35,476 

(16) 

36,194 

36,160 

34 

Coal  Trust  Interest  Income 

30,454 

31,179 

(725) 

35,415 

34,830 

585 

Insurance  Taxes 

16,845 

16,845 

-o- 

18,072 

18,072 

-0- 

Public  Institutions  Reimb. 

13,897 

13,897 

-0- 

14,407 

14,407 

-0- 

Liquor  Profits 

4,119 

4,187 

(68) 

4,731 

4,917 

(186) 

Liquor  Excise  Tax 

5,818 

5,818 

-0- 

5,678 

5,678 

-0- 

Inheritance  Tax 

7,813 

7,659 

r>4 

7,972 

7,836 

136 

Metal  Mines  Tax 

994 

998 

(4) 

J. 053 

969 

:.', 

Electrical  Energy  Tax 

2,530 

2,530 

-0- 

2,623 

2,547 

76 

Drivers'  License  Fees 

800 

768 

32 

800 

790 

10 

Telephone  License  Fees 

3,217 

3,241 

(24) 

3,378 

3,419 

(41) 

Beer  License  Tax 

1,284 

1,284 

-o- 

1,227 

1,227 

-0- 

Natural  Gas  Severance  Tax 

2,503 

2,627 

(124) 

2,332 

2,633 

(301) 

Freight  Line  Tax 

1,195 

1,195 

-0- 

1  ,448 

1,448 

-0- 

Wine  Tax 

959 

944 

15 

994 

984 

10 

Other  Revenue  Sources 

21,484 
$351^831 

21,484 
$352^811 

-0- 

24,239 
$362,896 

24,239 
$363^425 

-0- 

Total 

$(980) 

$(529) 

The  revenue  estimates  in  HJR  1  are  $1.5  million  higher  than  the  legislative 
fiscal  analyst's  revenue  projections.  Prior  to  the  third  special  session  of  the  For- 
ty-ninth Legislature,  the  LFA  forecast  that  general  fund  revenue  for  the  1987  bi- 
ennium      would      total      $687.8      million.        During     the     special     session,      the     LFA 
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projections  for  coal  tax  and  institutional  reimbursement  revenues  were  revised. 
The  net  effect  of  these  revisions  and  legislative  action  was  to  increase  LFA  pro- 
jected revenue  by  $26.9  million  to  $714.7  million. 

House  Joint  Resolution  1  passed  the  house  and  the  Senate  Taxation  Committee 
but  was  never  voted  on  by  the  full  senate.  The  resolution  forecast  general  fund 
revenue  totaling  $685.8  million  without  legislation  passed  by  the  special  session. 
After  adjusting  for  legislative  action,  the  general  fund  was  projected  to  receive 
$716.2   million  of  revenue  during  the  1987  biennium. 

Our  general  fund  revenue  projections  are  premised  on  the  assumption  that 
current  federal  tax  laws  remain  unchanged  during  the  1987  biennium.  The  pas- 
sage of  federal  tax  reform  may  affect  general  fund  revenue. 

The  following  sections  discuss  the  basis  of  the  projections  for  each  source  of 
general  fund   revenue. 

INDIVIDUAL  INCOME  TAX 
Individuals  earning  income  in  Montana  are  subject  to  a  tax  on  their  gross  in- 
comes after  allowance  for  exemptions  and  deductions.  Sixty-four  percent  of  indi- 
vidual income  tax  receipts  are  deposited  in  the  general  fund.  Table  2  shows  gen- 
eral fund  revenue  from  the  individual  income  tax  since  fiscal  1980  and  projections 
for  fiscal  years   1986  and   1987. 

Table  2 
Historic  and  Projected  General  Fund   Collections  of  Individual  Income  Taxes 

Fiscal  Years  1980  through  1987 

Fiscal  Year  Collections  Percent  Change 

1980  $  86,391,870 

1981  93,463,223  8.2 

1982  92,034,568  (1.5) 

1983  97,152,215  5.6 

1984  109,021,660  12.2 

1985  115,876,580  6.3 


---------------  Projected  -------------- 

1986  110,157,000  (4.9) 

1987  121,864,000  10.6 


The   indexing   of   tax   liabilities    began    with    calendar   year    1981.      With   index- 
ing,   the   value   of  the   personal   exemption,    the    standard   deduction,    and   the   sizes 
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of  the  tax  brackets  are  determined  by  the  increase  in  the  consumer  price  index 
from  June  1980  to  June  of  the  calendar  year  for  which  the  tax  return  is  filed. 
Our  forecasts  are  based  on  a  1.1  percent  increase  in  the  consumer  price  index 
between  June  1985  and  June   1986  and  a  2.9  percent  increase  the  following  year. 

In  our  projections,  Montana  income  is  anticipated  to  grow  2  percent  in  calen- 
dar 1986  and  almost  4  percent  next  year.  Tax  collections  rise  because  the  rate  of 
income  growth  exceeds  the  rate  of  inflation,  tax  credits  decline  as  investment  tax 
credits  shrink,  and  the  additional  audit  capability  approved  by  the  1985 
legislature  increases  tax  collections. 

Not  included  in  our  revenue  projections  is  the  impact  of  federal  tax  reform. 
The  current  Senate  proposal  calls  for  the  elimination  of  sonic  tax  deductions  Janu- 
ary 1,  1987  and  a  reduction  in  tax  rates  July  1,  1987.  The  proposed  federal 
changes  affect  Montana  tax  revenue  in  two  ways.  First,  because  Montana's  defi- 
nition of  adjusted  gross  income  is  closely  linked  to  the  federal,  eliminating  credits 
would  increase  Montana  adjusted  gross  income  and  taxes  due.  Second,  if  lower 
tax  rates  translate  to  lower  federal  tax  payments,  the  change  would  reduce  the 
state  itemized  deduction  for  federal  taxes  for  the  two-thirds  of  Montanans  who 
itemize  and,  consequently,  increase  the  amount  of  state  taxes  owed.  How  federal 
tax  reform  affects  individual  income  tax  revenue  depends  on  the  specifics  of  the 
proposal  which  passes   Congress. 

Projected  fiscal  1987  general  fund  revenue  from  individual  income  taxes  was 
increased  $5.7  million  to  reflect  the  one-time  revenue  gain  from  Senate  Bill  17 
which  requires  weekly  withholding  payments  to  the  state  from  employers  whose  to- 
tal annual  liability  is  $300,000  or  greater. 

HJR  1  adopted  the  LFA  projections  of  individual  income  tax  revenue  for 
fiscal  years   1986   and   1987. 

CORPORATION  LICENSE  TAX 
Each  corporation  doing  business  in  Montana  is  assessed  a  corporation  license 
tax  equal  to  6.75  percent  of  its  net  income.  Corporations  are  subject  to  a  mini- 
mum tax  of  $50.  When  a  company's  fiscal  year  corresponds  with  the  calendar 
year  as  it  does  for  most  corporations,  the  tax  is  due  May  15  on  net  income  earned 
during  the  preceding  calendar  year.  Those  corporations  which  operate  in  other 
states  and/or  countries  and  are  classified  as  unitary  (i.e.  ,  business  within 
Montana  is  dependent  upon  and  contributory  to  business  outside  the  state)  must 
apportion  income  to  Montana  for  tax  purposes  using  a  formula  which  considers  the 
proportions  of  worldwide  sales,    payroll,    and   property   in   Montana. 
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Table    3    shows    general    fund    collections    of   the    corporation    license    tax    since 
fiscal  1980  and  projections  for  fiscal  years  1986  and  1987. 


Table  3 

Historic  and  Projected  Corporation  License  Tax  Revenue 

Fiscal  Years   1980  through  1987 


Percent  Change 

General 

in  General 

Fiscal  Year 

Total  Revenue 

Fund  Revenue 

Fund  Revenue 

1980 

$45,623,189 

$26,658,417 



1981 

52,900,964 

30,962,755 

16.2 

1982 

44,630,472 

26,234,444 

(15.3) 

1983 

35,824,951 

20,733,658 

(21.0) 

1984 

35,396,239 

20,547,177 

(0.9) 

1985 

62,670,886 

36,697,611 
-  Projected  -------- 

78.6 

1986 

57,697,000 

33,490,000 

(8.7) 

1987 

46,532,000 

27,366,000 

(18.3) 

Distribution  of  corporation  license  tax  collections  depends  on  the  source  of 
the  revenue.  Revenue  collected  from  banks  and  savings  and  loan  associations  is 
distributed  80  percent  to  the  taxing  jurisdictions  in  which  the  financial  institution 
is  located  and  20  percent  to  the  state.  Combining  this  20  percent  with  all  reve- 
nue from  corporations  other  than  financial  institutions,  64  percent  of  the  total  is 
deposited  in  the  general  fund,  25  percent  in  the  school  equalization  aid  account, 
and  11   percent  in  the  long-range  building  debt   service  account. 

While  corporation  taxes  are  dependent  on  the  profitability  of  corporations  op- 
erating in  Montana,  two  other  factors  contribute  to  fluctuations  in  tax  receipts: 
tax  credits  and  audit  collections.  Credits  causing  the  largest  reductions  in  tax 
liabilities  during  the  last  five  years  were  the  business  inventory  tax  and  the  in- 
vestment tax  credit.  Because  business  inventories  are  no  longer  taxed  and  the 
investment  tax  credit  has  been  reduced  to  5  percent  of  the  federal  credit,  the  ef- 
fect of  tax  credits  on  revenue  is  expected  to  be  much  less  in  the  future  than  the 
recent  past. 

As  Table  4  shows,  audit  collections  have  contributed  to  fluctuations  in  cor- 
poration tax  revenue. 


Table  4 

Corporation   Tax   Revenue  and  Audit   Collections 

Fiscal  Years  1982  through    1985 


Fiscal  Year 

1982 
1983 
1984 
1985 


Total  Revenue 

$44,630,472 
35,824,951 
35,396,239 
62,670,886 


Audit   Collections 

$  5,283,256 

10,441,348 

4,616,498 

16,578,676 


Kevenue   from 
Other  Sources 

$39,347,216 
25,383,603 
30,779,741 
46,092,210 


Audit  collections  are  expected  to  total  approximately  $9.5  million  in  fiscal 
1986  and  $5.0  million  in  fiscal  1987. 

To  forecast  fiscal  1986  revenue,  collections  through  May  were  assumed  to 
equal  99  percent  of  annual  revenue  based  on  the  historic  collection  pattern  of  the 
last  three  years.  The  projection  for  fiscal  1987  was  based  on  the  Wharton 
Econometrics'  forecast  of  U.S.  corporate  profits  before  taxes  which  shows  only  1 
percent  growth  and  the  assumption  audits  return  to  a  more  normal  level  of  $5.0 
million . 

In  HJR  1,  fiscal  1986  revenue  from  the  corporation  license  tax  was  forecast 
to  total  $34.0  million  based  on  year-to-date  collections  through  the  first  one-third 
of  June.  Projected  fiscal  1987  revenue  was  $28.0  million  based  on  audit  col- 
lections of  $6   million  compared  with  $5  million  in  our   forecast. 

COAL   SEVERANCE   TAX 

All  coal  companies  whose  annual  production  is  50,000  tons  or  greater  must 
pay  coal  severance  taxes  on  annual  production  in  excess  of  20,000  tons.  For  coal 
with  a  per  pound  heating  value  of  7,000  BTU's  or  greater,  the  severance  tax  rate 
is  30  percent  of  the  contract  sales  price.  For  coal  with  a  lower  heating  value, 
the  severance  tax  rate  is  20  percent.  Over  99  percent  of  Montana's  coal  produc- 
tion is  taxed  at  the  30  percent  rate. 

Coal  severance  tax  collections  fell  by  8.2  percent,  or  $7.56  million,  from  fis- 
cal 1985  to  fiscal  1986.  A  further  decline  of  $5.55  million  is  projected  for  fiscal 
1987.  While  total  collections  fell  in  fiscal  1986,  the  coal  severance  tax  deposit  to 
the  general  fund  increased  due  to  an  increase  in  the  general  fund  share  of  total 
coal  tax  collections.  The  general  fund  received  19  percent  of  coal  tax  collections 
in    fiscal    1985,     23.75    percent    in    fiscal    1986,     and    will    receive    23.10    percent    in 
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fiscal    1987.       Table  5    shows    the    historic    and    projected    coal    tax    deposits    to    the 
general  fund  in  fiscal  years   1980  through   1987. 

Table  5 
Historic  and  Projected  General  Fund  Revenue  from  the  Coal  Severance  Tax 

Fiscal  Years   1980  through  1987 

Fiscal  Year                                                     Revenues  Percent   Change 

1980  $20,222,579 

1981  13,378,906  (33.8) 

1982  16,375,541  22.4 

1983  15,208,581  (7.1) 

1984  15,736,468  3.5 

1985  17,432,312  10.8 

1986  19,994,900  14.7 


----------------  Projected  ----------------- 

1987  18,166,700  (9.1) 


Montana's  coal  production  is  projected  to  fall  by  2.5  percent  from  fiscal  1986 
to  fiscal  1987.  Competition  from  Powder  River  Basin  coal  in  Wyoming,  Canadian 
hydropower,  and  increased  use  of  oil-fired  plants  in  California  have  reversed  the 
growth  in  demand  for  Montana  coal.  In  June  1986,  Western  Energy  reduced  its 
projected  calendar  year  1986  production  for  the  Colstrip  plants  by  2  million  tons 
due  to  reduced  sales  of  electricity  to  California.  Since  January  1986,  Western 
Energy  has  reduced  its  calendar  1986  production  estimate  by  3.3  million  tons. 

Table  6  shows  historic  and  projected  coal  production,  price,  and  tax  col- 
lections for  fiscal  years   1980  through   1987. 
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Table  6 
Historic  and  Projected  Taxable  Coal  Production,    Price  and  Severance  Tax  Collections 

Fiscal  Years   1980  through   1987 


Coal  Tax 
Collections 

$74,252,715 
70,415,074 
86,386,848 
80,044,981 
82,823,411 
91,748,856 
84,189,052 


Coal 

Production 

Contract 

Fiscal  Year 

(tons) 

Sales  Price 

1980 

34,359,771 

$  7.30 

1981 

30,136,682 

7.84 

1982 

31,983,591 

9.00 

1983 

26,448,307 

10.11 

1984 

27,394,512 

10.10 

1985 

31,002,175 

9.88 

1986 

31,114,028 

9.07 

1987 

30,337,000 

8.82 

78,643,700 


The  average  contract  sales  price  for  Montana's  coal  has  fallen  in  the  1987  bi- 
ennium  from  the  previous  biennium.  The  major  explanation  is  the  cancellation  of 
two  million  tons  of  production  under  the  Decker  contract  with  the  Lower  Colorado 
River  Authority  (LCRA).  The  LCRA  contract  was  a  higher-priced  contract 
compared  to  other  Decker  and  Montana  coal  contracts.  While  Decker  was  able  to 
offset  its  production  losses  through  a  1.7  million  ton  contract  with  a  new  custom- 
er, it  did  so  at  a  significantly  lower  price.  The  average  contract  sales  price  for 
Decker  and  Montana  coal  has  fallen  as  a  result. 

The  fiscal  1987  price  estimate  anticipates  that  the  average  price  of  Montana 
coal  will  fall  in  response  to  the  reduction  in  the  contract  sales  price  for  Decker 
Coal.  For  other  Montana  producers,  the  price  of  coal  is  expected  to  remain  sta- 
ble or  decrease  slightly.  Through  a  phased-in  royalty  reduction  formula, 
Montana  law  allows  producers  to  deduct  a  percentage  of  federal,  state  and  tribal 
royalties  in  the  calculation  of  the  contract  sales  price.  This  deduction  will  serve 
to  restrain  or  lower  the  contract  sales  price  for  Montana  coal  in  fiscal  1987. 
Western  Energy  and  Decker  Coal  have  large  federal  leases  which  will  be  renewed 
at  a  12.5  percent  royalty  rate  in  fiscal  1987.  The  former  royalty  rate  on  these 
leases  was  $0.20/ton.  The  effect  of  the  royalty  reduction  formula  will  be  to  re- 
strain the  price  increase  which  would  have  otherwise  occurred. 

Finally,  the  coal  production  incentive  tax  credit,  which  was  approved  by  the 
1985    legislature   in    House    Bill    607,    will    be    an    important    factor    affecting   coal   tax 
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collections  in  the  1987  biennium.  The  tax  credit  on  calendar  1985  and  1986  pro- 
duction is  applied  against  quarterly  tax  payments  in  1986  and  1987,  respectively. 
In  fiscal  1986,  the  tax  credit  applied  only  to  the  last  quarter  of  tax  collections, 
but  it  will  apply  to  all  four  quarters  of  fiscal  1987  collections.  Of  the  $1.08 
million  tax  credit  which  will  be  given  on  calendar  year  1985  coal  production, 
Decker  Coal  will  receive  $814,250  or  75  percent.  The  coal  production  incentive 
tax  credit  was  $270,462  in  fiscal  1986  and  is  projected  to  be  $1.1  million  in  fiscal 
1987. 

Two  bills,  which  altered  the  allocation  of  the  coal  severance  tax,  were  ap- 
proved during  the  special  session.  House  Bill  15  redirected  the  coal  tax  from  the 
park  acquisition  trust  to  the  general  fund  for  fiscal  years  1987  through  1989.  As 
a  result,  the  general  fund  allocation  increased  2.2  percent  to  23.1  percent.  Sen- 
ate Bill  13  redirected  the  coal  tax  from  the  education  trust  to  the  public  school 
equalization  account  in  fiscal  1987.  The  allocation  of  coal  tax  to  the  public  school 
equalization  account  increased  from  4.4  percent  to  13.2  percent  as  a  result. 

The  coal  tax  allocations  for  fiscal  years  1986  and  1987  are  shown  in  Table 
7  below. 

Table  7 

Distribution  of  Coal  Severance  Taxes 

Fiscal  1986  and  1987 


Fiscal  1986 

Actual 

Fiscal  1987 

Projected 

Percent 

Fiscal 

Percent 

Fiscal 

Category 

Allocation 
50.00 

1986 
$42,094,526 

Al location 
50.00 

1987 

Constitution.-il  Trust 

$39,321,852 

Genera]  Fund 

23.75 

19,994,900 

23.10 

18,166,696 

Education  Trust 

10.00 

8,418,905 

0.00 

-0- 

Local  Impact 

3.00 

2,525,671 

2.64 

2,076,194 

Public  School  Equalization 

5.00 

4,209,453 

13.20 

10,380,969 

Parks  Acquisition/Cultural  Projects 

2.50 

2,104,726 

0.00 

-0- 

Alternative  Energy 

1.25 

1,052,363 

1.10 

865,081 

Renewable  Resources  Development 

0.63 

526,182 

0.55 

432,540 

Water  Development 

0.63 

526,182 

0.55 

432,540 

County  Land  Planning 

0.50 

420,945 

0.44 

346,032 

Library  Commission 

0.50 

420,945 

0.44 

346,032 

Conservation  Districts 

0.25 

210,473 

0.22 

173,016 

Hwy  Reconstruction  Trust 

2.00 

1,683,781 

7.76 

6,102,751 

Total 

10CL00 

$84^189^052 

100.00 

$78^643^,703 
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Since  January  1983,  the  coal  severance  taxes  paid  by  Westmoreland  Coal 
Company  for  production  on  Crow  tribal-owned  land  have  been  escrowed.  The 
balance  in  the  escrow  account  now  totals  $21.5  million.  In  September  1985,  the 
federal  district  court  in  Billings  confirmed  the  state's  authority  to  tax  production 
of  tribal-owned  coal  on  off-reservation  land.  However,  the  case  has  been  ap- 
pealed to  the  9th  Circuit  Court  of  Appeals  in  San  Francisco.  If  distribution  of 
the  escrowed  taxes  were  to  occur  in  the  1987  biennium,  the  general  fund  would 
gain  at  least  $3.8  million. 

HJR  1  projected  that  fiscal  1987  coal  tax  collections  would  total  $76.5  million. 
The  production  and  price  assumptions  behind  this  estimate  were  30.5  million  tons 
at  an  average  price  of  $8.46.  The  LFA  estimate  is  $2.14  million  higher  due  to  a 
higher  estimate  of  the  fiscal   1987  contract   sales  price. 

OIL  SEVERANCE  TAX 
In  its  1981  regular  session,  the  legislature  raised  the  oil  severance  tax  from 
2.1  percent  on  the  first  $6,000  of  total  gross  value  and  2.65  percent  on  the  ex- 
cess to  5  percent  on  all  crude  oil  produced  excluding  that  used  in  production  op- 
erations. The  tax  rate  increased  to  6  percent  on  April  1,  1983  and  decreased  to 
5  percent  on  April  1,  1985.  One-third  of  total  oil  severance  tax  receipts  are  ear- 
marked for  the  local  government  block  grant  program.  Counties  with  an  increase 
in  production  during  a  fiscal  year  receive  the  tax  collected  on  that  increase;  the 
state  now  withholds  estimated  county  payments  during  the  year  production  takes 
place  and  compensates  counties  the  following  year.  In  fiscal  years  1984  and  1985, 
county  payments  were  made  with  a  general  fund  appropriation,  rather  than  with 
funds  withheld  from  revenue.  Remaining  revenue  is  deposited  in  the  general 
fund.  Table  8  shows  general  fund  revenue  from  the  oil  severance  tax  since  fiscal 
1980   and  projections  for  fiscal  years   1986  and   1987. 
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Table  8 
Historic  and  Projected  General  Fund  Revenue  from  the  Oil  Severance  Tax 

Fiscal  Years  1980  through  1987 

Fiscal  Year  Revenue  Percent   Change 

1980  $10,544,555 

1981  18,654,469 

1982  45,473,425 

1983  43,787,960 

1984  32,686,015 

1985  32,526,656 


76, 

.9 

143, 

.8 

(3 

.7) 

(25, 

.4) 

(0, 

.5) 

Projected 


1986  22,836,000  (29.8) 

1987  13,468,000  (41.0) 


Approximately  three-fourths  of  the  revenue  increase  occurring  in  fiscal  1982 
was  due  to  the  higher  tax  rate  imposed  that  year.  In  fiscal  1984,  the  decline  in 
tax  revenue  was  attributable  to  declines  in  taxable  production  and  price  and  to 
earmarking  one-third  of  tax  collections  for  local  governments. 

Table  9  shows  taxable  production  and  average  price  since  fiscal  1980  and  our 
forecasts  for  fiscal  years   1986  and  1987. 

Table  9 

Taxable  Oil  Production  and  Average  Price 

Fiscal  Years  1980  through  1987 


Taxable  Production 

Fiscal  Year 

(barrels) 

Percent   Change 
(1.3) 

Average  Price 

1980 

28,682,202 

$14.29 

1981 

28,431,470 

(0.8) 

26.25 

1982 

30,362,796 

6.8 

33.83 

1983 

29,551,328 

(2.7) 

30.53 

1984 

28,517,073 

(3.5) 

28.54 

1985 

29,871,626 

Projected 

4.7 

27.16 

1986 

28,985,000 

(3.0) 

24.07 

1987 

27,536,000 

(5.0) 

15.00 
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For  the  first  three  quarters  of  fiscal  1986,  taxable  production  has  fallen  2.3 
percent  compared  with  the  same  period  in  fiscal  1985  and  price  has  averaged 
$25.36.  Fiscal  1986  revenue  is  assumed  to  equal  $22,836,000  based  on  an  average 
price  of  $24.07   and  a  3  percent  decline  in  taxable  production. 

Taxable  production  is  expected  to  continue  its  decline  in  fiscal  1987. 
Compared  with  the  same  period  in  the  preceding  year,  fiscal  1986  production  was 
down  0.7  percent  in  the  June  quarter,  down  2.0  percent  in  the  September  quar- 
ter, and  down  4.2  percent  in  the  December  quarter.  If  the  rate  of  decline  accel- 
erates to  5.0  percent  for  the  March  quarter,  fiscal  1986  taxable  production  will 
total  28,985,000  barrels,  a  3.0  percent  decline  from  fiscal  1985.  Shutdowns  of 
stripper  wells  and  cuts  in  exploration  and  development  budgets  coupled  with  nat- 
ural production  declines  are  projected  to  result  in  a  5  percent  decrease  in  taxable 
production  in  fiscal  1987. 

As  has  been  the  experience  of  the  recent  past,  the  price  of  crude  oil  is  ex- 
pected to  fluctuate  in  fiscal  1987.  Refiners'  contract  prices  in  Montana  appeared 
to  average  about  $13  in  late  May.  Our  forecast  of  $15  for  the  year  requires  a 
price  increase  from  the  present  level  during  the  year. 

HJR  1  projects  fiscal  1986  oil  severance  tax  revenue  of  $22.5  million  based  on 
an  average  price  of  $23.72  per  barrel,  compared  with  our  forecast  of  $24.07.  For 
fiscal  1987,  each  forecast  used  an  average  price  of  $15,  but  HJR  1  projected  tax- 
able production  of  28.0  million  barrels,  while  the  LFA  forecast  relies  on  a  taxable 
production  forecast  of  27.5  million. 

INTEREST  ON  INVESTMENTS 
Interest  on  investments  not  earmarked  for  other  accounts  is  deposited  in  the 
general  fund.  This  pool  of  investments  is  known  as  the  treasurer's  fund.  Shown 
in  Table  10  are  interest  earned  on  the  treasurer's  fund,  the  average  yield,  and 
the  average  balance  without  the  proceeds  from  the  sale  of  tax  or  revenue  an- 
ticipation notes   (TRANS). 
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Table  10 
Historical  and  Projector]   Interest  on  the  Treasurer's   Fund  and  Average  Balance 

Fiscal  Years  1980  through   1987 


Average  Balance 

Interest  On 

Average 

Without   TRANS 

Fiscal   Year 

Treasurer's  Fund 
$18,644,739 

Interest  Rate 
9.19% 

(Millions) 

1980 

$169.6 

1981 

26,518,071 

11.04% 

203.3 

1982 

42,442,555 

13.59% 

274.8 

1983 

29,918,421 

10.87% 

249.9 

1984 

23,898,968 

10.75% 

222.2 

1985 

25,723,532 

9.87% 

226.5 

r  rojecxea 

1986 

15,981,000 

7.70% 

163.4 

1987 

21,468,000 

7.11% 

225.4 

To  project  interest  earned  on  the  treasurer's  fund,  three  variables  must  be 
forecast:  the  average  interest  rate  the  fund  will  earn,  the  average  balance  with- 
out TRANS  proceeds,  and  the  average  amount  of  TRANS  proceeds  in  the  treasur- 
er's fund   (which  is  based  on  the  timing  and  amount  of  the  TRANS  sale). 

After  beginning  the  year  above  8  percent,  the  yield  on  the  treasurer's  fund 
fell  to  7.4  percent  in  March.  A  further  decline  is  anticipated  in  the  final  quarter 
of  fiscal  1986,  giving  an  average  interest  rate  of  7.70  percent  for  the  year. 
Based  on  forecasts  by  Wharton  Econometrics,  the  interest  rate  is  projected  to  av- 
erage 7.11  percent  in  fiscal  1987. 

The  shortfall  of  general  fund  revenue  compared  with  expenditures  in  fiscal 
1986  has  contributed  to  a  drop  in  cash  available  for  investment.  Year-to-date  ex- 
perience indicates  the  balance  will  average  $163.4  million  for  the  year.  In  fiscal 
1987,  the  average  balance  rises  to  $225.4  million  due  to  cash  in  the  highways 
state  special  revenue  account  becoming  part  of  the  treasurer's  fund  as  a  result  of 
Senate  Bill  14. 

The  revenue  forecast  also  assumes  $70  million  of  TRANS  are  sold  early  in 
fiscal  1987.  With  passage  of  Senate  Bill  3  which  removed  the  limit  on  TRANS 
sales,  we  assume  an  additional  $20  million  will  be  sold,  compared  with  our 
pre-session  forecast  of  $50  million.  Senate  Bill  10  accelerates  school  foundation 
payments  to  districts  and  is  expected  to  reduce  general  fund  interest  $389,000 
due  to  a  lower  average  balance  in  the  equalization  aid  account. 
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For  fiscal  1987,  HJR  1  forecasts  interest  on  investment  income  totaling  $22.0 
million  based  on  its  assumption  that  the  average  fund  balance  without  TRANS  pro- 
ceeds will  average  $239.5  million,    compared  with  our  projection  of  $225.4  million. 

LONG-RANGE  BOND  EXCESS 
The  bond  transfer  to  the  general  fund  is  made  from  the  long-range  building 
program  debt  service  account  and  is  equal  to  the  balance  in  the  account  in  excess 
of  that  which  must  be  held  for  future  principal  and  interest  payments.  Since 
funds  for  principal  and  interest  payments  come  from  a  general  fund  appropriation, 
all  revenue  deposited  in  this  debt  service  account  is  available  for  transfer  to  the 
general  fund.  The  debt  service  account  receives  11  percent  of  individual  income 
and  corporation  license  tax  receipts  paid  to  the  state,  79.75  percent  of  the  ciga- 
rette tax,  and  the  tobacco  products  tax.  Table  11  shows  bond  transfers  to  the 
general  fund  since  fiscal  1980  and  projections  for  fiscal  years  1986  and   1987. 

Table  11 
Historic  and  Projected   Long-range  Bond  Excess  to  the  General  Fund 

Fiscal  Years  1980  through   1987 

Fiscal  Year  Transfer  Percent  Change 

1980  $20,700,000 

1981  26,500,000  28.0 

1982  29,450,000  11.1 

1983  22,797,971  (22.6) 

1984  41,682,643  82.8 

1985  37,535,668  (9.9) 


Projected 


1986  35,460,000  (5.5) 

1987  36,194,000  2.1 


Long-range  building  bonds  were  refinanced  during  fiscal  1984  which  inflated 
the  general  fund  transfer  for  that  year  by  approximately  $13.1  million. 

Most  revenue  transferred  to  the  general  fund  from  the  debt  service  account 
is  derived  from  the  individual  income  and  corporation  license  tax.  The  as- 
sumptions underlying  the  revenue  projections  for  those  taxes  have  been  discussed 
previously.  Passage  of  Senate  Bill  17  which  increased  the  frequency  of  some 
withholding  payments  is  expected  to  add  $979,000  to  the  bond  transfer  in  fiscal 
1987. 
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Currently  cigarettes  are  taxed  at  the  rate  of  16  cents  per  package,  with 
sellers  receiving  a  discount  which  averages  5  percent  for  affixing  the  tax  insignia 
and  precollecting  the  tax  on  behalf  of  the  state.  Packages  of  cigarettes  sold  in 
Montana  declined  at  an  average  rate  of  4  percent  annually  between  fiscal  1983  and 
1985.  Based  on  year-to-date  experience,  cigarette  sales  are  anticipated  to  decline 
2.5  percent  in  fiscal  1986  and  another  2.5  percent  in  fiscal  1987.  The 
long-range  building  program  debt  service  account  receives  79.75  percent  of  total 
revenue  from  the  cigarette  tax. 

All  revenue  from  the  tobacco  products  tax  is  deposited  in  the  debt  service 
account.  The  tax  is  levied  at  the  rate  of  12.5  percent  on  the  wholesale  price  of 
tobacco  products  other  than  cigarettes.  To  defray  the  costs  of  collection  and  ad- 
ministration, wholesalers  are  granted  a  discount  of  5  percent,  making  the  effec- 
tive tax  rate  11.875  percent.  Collections  in  fiscal  1986  through  April  are  above 
those  for  the  same  time  period  in  the  preceding  year.  During  each  fiscal  1986 
and  1987,  revenue  was  assumed  to  increase  4.6  percent  based  on  the  increase  ob- 
served in  fiscal  1986. 

HJR  1  forecasts  revenue  from  the  bond  transfer  will  total  $35.5  million  in 
fiscal  1986  and  $36.2  million  in  fiscal  1987.  Major  cause  of  the  difference  from  the 
LFA  projection  in  fiscal  1987  is  the  higher  estimate  of  revenue  from  the  corpo- 
ration license  tax  used  in  the  resolution. 

COAL   TAX   FUND   INTEREST 

The  permanent  coal  tax  trust  fund  receives  50  percent  of  annual  coal  sever- 
ance tax  collections  and  15  percent  of  its  own  interest.  The  remaining  85  percent 
of  the  trust  fund  interest  is  deposited  to  the  general  fund. 

The  coal  severance  tax  bond  program  was  established  by  the  1981  legislature 
to  promote  water  development  projects  in  Montana.  Coal  tax  bonds  are  subsidized 
by  the  coal  tax  deposit  to  the  permanent  trust  when  water  development  loan  re- 
payments do  not  cover  debt  service  costs.  The  coal  tax  subsidy  for  debt  service 
of  coal  severance  tax  bonds  is  projected  to  be  less  than  $400,000  for  each  year  of 
the  1987  biennium. 

Table  12  shows  the  historic  and  projected  coal  trust  deposits  to  the  general 
fund.  Fiscal  1984  was  the  first  year  that  15  percent  of  the  trust  fund  earnings 
were  re-invested  in  the  permanent  trust.  Prior  to  fiscal  1984,  the  general  fund 
received  100  percent  of  the  coal  trust  interest  earnings. 
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Table   12 

Historic  and   Projected  Coal  Trust  Earnings  to  the   General  Fund 

Fiscal  Years  1980  through   1987 

Fiscal  Year  Revenue  Percent  Change 

1981  $  7,421,902 

1982  11,542,421 

1983  18,466,762 

1984  18,947,636 

1985  27,400,000 

-----------------  Projected  ------------------ 

1986  30,454,000  11.1 

1987  35,415,000  16.3 


Interest  earnings  on  the  coal  tax  trust  fund  are  directly  related  to  coal  tax 
collections  and  interest  rates.  The  decline  in  coal  tax  collections  in  the  1987  bi- 
ennium  has  had  the  obvious  effect  of  reducing  the  principal  available  for  invest- 
ment,   which  over  the  long-term  will  effect  the  level  of  investment  earnings. 

In  the  1987  biennium,  falling  interest  rates  on  new  securities  have  caused  a 
decline  in  the  average  yield  of  the  coal  tax  trust.  At  the  same  time,  the  general 
fund  has  profited  from  falling  interest  rates  through  the  sale  of  long-term  secu- 
rities. Many  corporations  have  "called  in",  or  refunded,  high  yield  securities 
and  paid  a  premium  to  the  bondholders  to  do  so.  Profits  (or  losses)  on  the  sale 
of  trust  fund  securities  are  credited  as  current  year  investment  income  and  are 
not  re-invested  in  the  trust  fund.  In  fiscal  1987,  the  general  fund  is  expected 
to  gain  over  $5.4   million  from  bond  calls. 

While  bond  calls  increase  profits  in  the  short-run,  they  also  accelerate  the 
decline  in  the  average  yield  of  the  trust  fund.  When  the  principal  from  a  bond 
sale  is  re-invested,  it  is  re-invested  at  current  (lower)  interest  rates.  Over  the 
long-term,  the  lower  trust  fund  earnings  will  partially  offset  the  profits  that  have 
been  made  in  the  short-run. 

Table  13  shows  the  interest  rate  assumptions  that  have  been  used  to  project 
earnings  on  the  permanent  coal  tax  trust. 
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Table  13 
Interest  Rate  Assumptions  for  Projecting  Coal  Tax  Trust  Earnings 

1987  Biennium 


Fiscal  1986  Fiscal  1987 

New  Long-Term  Securities  10.72%  9.50% 

Short-Term   Investments  8.35%  7.28% 


The  projection  of  coal  trust  interest  to  the  general  fund  in  HJR  1  is  $34.83 
million  for  fiscal  1987.  This  lower  projection  of  interest  earnings  is  consistent 
with  the  lower  coal  tax  projections  and  the  lower  assumed  average  yield  on  exist- 
ing long-term  investments  in  HJR  1.  The  average  rate  on  new  long-term  invest- 
ments is  9.8  percent  in  HJR  1,  compared  to  9.5  percent  in  the  estimates 
presented  above. 

INSURANCE  TAXES 
Insurance  companies  operating  in  the  state  are  required  to  pay  a  tax  equal 
to  2  3/4  percent  of  net  premiums  on  policies  sold  in  Montana  (Section  33-2-705, 
MCA).  From  collections  of  the  insurance  tax,  payments  are  made  to  police  and 
firefighters'  pension  funds.  Beginning  in  fiscal  1986,  the  insurance  department 
in  the  State  Auditor's  Office  is  funded  from  insurance  premium  taxes.  After  pay- 
ments to  pension  funds  and  expenditure  by  the  insurance  department,  the  remain- 
der of  tax  receipts  are  deposited  in  the  general  fund.  Since  fiscal  1980,  general 
fund  revenue  from  insurance  taxes  has  fluctuated  as  shown  in  Table  14. 
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Tabic  14 
Historic  and   Projected   Ceneral  Fund   Revenue  from   Insurance  Taxes 

Fiscal   Years   1980   through    1987 

Fiscal  Year  Collections  Percent   Change 

1980  $11,031,794 

1981  9,551,061 

1982  12,790,003 

1983  13,001,479 

1984  13,621,332 

1985  15,691,565 


(13, 

.4) 

33, 

,9 

1, 

,6 

4, 

,8 

15, 

.2 

-----------------  Projected  --------------- 

1986  16,845,000  7.3 

1987  18,072,000  7.3 


The  revenue  decline  in  fiscal  1981  is  due  to  a  change  in  accounting  proce- 
dures,   not  a  drop  in  collections. 

The  procedure  used  in  forecasting  general  fund  revenue  from  insurance  pre- 
mium taxes  was  to  project  total  insurance  premium  taxes,  then  subtract  an  esti- 
mate of  required  pension  fund  payments  and  insurance  department  expenditures  to 
determine  the  general  fund  deposit.  Total  insurance  premium  taxes  are  expected 
to  grow  12.3  percent  in  fiscal  1986,  a  projection  based  on  year-to-date  receipts. 
In  fiscal  1987,  taxes  were  forecast  to  increase  7.4  percent  consistent  with  average 
growth  over  the  preceding  five  years.  Included  in  the  projections  is  revenue 
from  the  annual  charge  of  45  cents  for  each  Montana  resident  covered  by  a  health 
insurance  policy;  this  charge  was  first  imposed  in  fiscal  1986  and  was  designed  to 
fund  a  genetics  program  which   received  a  general  fund  appropriation. 

Payments  to  police  and  firefighters'  pension  funds  are  forecast  to  increase 
from  $4.3  million  in  fiscal  1985  to  $4.9  million  in  fiscal  1986  and  $5.4  million  in 
fiscal  1987,  for  growth  of  13.0  percent  in  fiscal  1986  and  9.7  percent  in  fiscal 
1987.  Responsible  for  most  of  the  growth  are  increases  in  the  contribution  rates 
paid  by  the  state  which  became  effective  July  1,  1985.  In  addition,  revenue  from 
insurance  premium  taxes  are  now  required  to  amortize  unfunded  liabilities  in- 
curred under  prior  plans  when  cities  join  the  pension  plan  administered  by  the 
state.  Payments  for  the  unfunded  liability  began  in  fiscal  1986  and  are  forecast 
to  total  $95,000  each  year  of  the  biennium. 


Lastly,  revenue  was  reduced  by  $714,000  in  fiscal  1986  and  $675,000  in  fiscal 
1987  for  the  appropriation  from  insurance  taxes  to  fund  the  Insurance  Division  in 
the  State  Auditor's  Office.  The  projected  fiscal  1987  appropriation  reflects  the 
reduction  made  in  House  Bill  30.  Remaining  taxes  after  payments  to  pension 
funds  and  funding  of  the  Insurance  Division  were  assumed  to  be  deposited  in  the 
general  fund. 

IIJR  1  adopted  the  LFA  projections  of  revenue  from  the  insurance  tax  for 
fiscal  years   1986  and   1987. 

INSTITUTIONAL  REIMBURSEMENT 
Seven  of  Montana's  state  institutions  —  Montana  Development  Center,  Center 
for  the  Aged,  Eastmont,  Montana  State  Hospital  (which  includes  the  Galen  and 
Warm  Springs  campuses),  the  Veteran's  Home,  Mountain  View  School,  and  the 
Montana  Youth  Treatment  Center  —  collect  partial  reimbursement  for  the  costs  of 
patient  care.  While  all  funds  which  reimburse  the  Veteran's  Home  and  funds  from 
the  alcohol  program  at  Galen  are  returned  to  those  institutions,  other  reimburse- 
ments are  deposited  in  the  general  fund.  Table  15  shows  general  fund  collections 
of  institutional  reimbursement  since  fiscal  year  1980  and  projections  for  fiscal 
years   1986  and   1987. 

Table  15 
Historic  and  Projected  General  Fund  Collections  of  Institutional  Reimbursement 

Fiscal  Years  1980  through   1987 

Fiscal  Year  Collections  Percent   Change 

1980  $  7,992,615 

1981  9,972,309  24.7 

1982  10,974,197  10.0 

1983  11,406,505  3.9 

1984  9,179,920  (19.5) 

1985  12,895,427  40.5 

-------------------  Projected  ------------------ 

1986  13,897,000  7.8 

1987  14,407,000  3.7 


Fiscal  1984  revenue  was  deflated  by  $2.4  million  of  institutional  reimburse- 
ment earned  that  year  which  was  not  credited  to  the  general  fund  until  the  fol- 
lowing year. 


-21 


Four  sources  contribute  to  institutional  reimbursement:  private  resources  of 
the  patients  or  parties  responsible  for  them,  insurance,  medicare,  and  medicaid. 
In  fiscal  1985,  medicaid  payments  accounted  for  89  percent  of  total  institutional 
reimbursement.  Medicaid  reimbursement  was  forecast  based  on  the  assumption 
that  patient  days  would  remain  at  the  fiscal  1985  level,  reimbursement  rates  would 
rise  3  percent  in  fiscal  1987  over  the  actual  fiscal  1986  rates,  and  the  Montana 
Youth  Treatment   Center  would  not  gain  certification  before  being  sold. 

Fiscal  1986  revenue  includes  $285,000  attributable  to  the  Department  of  Insti- 
tution's decision  to  release  funds  previously  held  in  patients'  accounts  for  Center 
for  the  Aged  and  Eastmont  residents.  Another  $1.55  million  was  transferred  to 
the  general  fund  as  prior  year  revenue.  The  patients'  accounts  lawsuit  was  initi- 
ated over  ten  years  ago  and  challenged  the  department's  authority  to  collect  reim- 
bursement from  a  patient's  private  resources.  In  June  1986,  the  department 
transferred  $1.46  million  of  prior  year  revenue  from  the  accounts  held  for 
Montana  Development  Center  residents  to  the  general  fund  based  on  a  judge's  de- 
cision that  these  funds  were  outside  the  scope  of  the  lawsuit.  The  forecasts  in- 
clude $221,000  in  fiscal  1986  and  $228,000  in  fiscal  1987  of  current  revenue  from 
the  same  source.  Another  $1.67  million  is  still  held  in  trust  for  residents  of 
Montana  State  Hospital. 

The  fiscal  1987  revenue  forecast  was  adjusted  to  reflect  the  loss  of  revenue 
from  closure  of  the  detention  program  at  Mountain  View  School  (House  Bill  6)  and 
sale  of  the  Montana  Youth   Treatment   Center  (House  Bill  36). 

HJR  1  adopted  the  LFA  forecasts  of  revenue  from  institutional 
reimbursement.  Those  forecasts  were  modified  to  reflect  reimbursement  from 
Montana  Development  Center  residents  based  on  the  judge's  decision  in  the 
lawsuit. 

LIQUOR  PROFITS 
The  Liquor  Division  in  the  Department  of  Revenue  operates  stores  through- 
out Montana  which  sell  liquor  and  wine  to  the  public  and  other  retail  establish- 
ments. Table  16  shows  liquor  profits  earned  and  the  general  fund  deposit  made 
by  the  division  since  fiscal  1980  and  gives  projections  for  fiscal  years  1986  and 
1987. 
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Table  16 

Historic  and  Projected   Liquor  Profits  and  General  Fund  Deposit 

Fiscal  Years   1980  through  1987 

Fiscal  Year  Liquor  Profits  General  Fund  Deposit 

1980  $6,028,438  $5,500,887 

1981  6,028,851  7,499,113 

1982  5,681,187  5,750,000 

1983  5,010,213  4,500,000 

1984  5,408,943  5,782,000 

1985  4,340,660  4,466,000 

---------------  Projected  ----------------- 


1986  4,119,000  4,119,000 

1987  4,731,000  4,731,000 


The  Liquor  Division  determines  the  amount  transferred  to  the  general  fund 
which  need  not  match  profits  earned. 

Profits  earned  by  the  Liquor  Division  depend  on  the  units  of  liquor  and  wine 
sold,  prices,  and  operating  expenses.  During  the  past  five  years,  unit  sales  of 
liquor  and  wine  in  state  stores  and  agencies  have  declined,  a  trend  expected  to 
continue  in  the  forecast  period.  Table  17  shows  unit  sales  by  the  Liquor  Division 
since  fiscal  1980  and  projections   for  fiscal  years   1986  and   1987. 
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Table   17 

Historic  and  Projected   Unit   Sales  by   the  Liquor  Division 

Fiscal   Years   1980  through    1987 


Liquor 

-  Wine 

Fiscal  Year 

Unit   Sales 

Percent   Change 

Unit   Sales 

Percent   Change 

1980 

7,358,847 



837,252 



1981 

7,518,342 

2.2 

661,592 

(21.0) 

1982 

7,381,728 

(1.8) 

679,817 

LJ    .    8 

1983 

7,147,581 

(3.2) 

555,635 

(18.3) 

1984 

6,846,154 

(4.0) 

446,793 

(19.6) 

1985 

6,317,465 

(7.7) 

333,922 

(25.3) 

r  rojecieo 

1986 

5,979,000 

(5.4) 

2  99,000 

(10.5) 

1987 

5,740,000 

(4.0) 

287,000 

(4.0) 

Unit  sales  shown  for  fiscal  1986  are  projected  from  year-to-date  sales 
through  March.  In  fiscal  1987,  sales  are  expected  to  continue  their  decline,  but 
at  a  somewhat  slower  rate  than  in  the  recent  past. 

Fiscal  1986  liquor  prices  rise  from  the  fiscal  1985  level  due  primarily  to  the 
$2  per  gallon  increase  in  the  federal  excise  tax  last  October  which  was  reflected 
in  higher  retail  selling  prices.  Apart  from  the  effect  of  the  federal  excise  tax, 
the  average  price  of  liquor  has  changed  little  since  fiscal  1984  and  is  expected  to 
remain  at  this  year's  level  in  fiscal  1987.  Wine  prices,  in  contrast,  have  fluctu- 
ated over  time  and  are  expected  to  increase  almost  5  percent  in  fiscal  1987  over 
the  fiscal  1986  level  which  was  projected  from  year-to-date  sales  through  March. 

Through  the  first  nine  months  of  fiscal  1986,  the  Liquor  Division  held  op- 
erating expenses  2.8  percent  below  expenses  for  the  same  period  in  fiscal  1985. 
This  trend  is  forecast  to  continue  this  year  and  expenses  to  hold  constant  in  fis- 
cal 1987. 

House  Bill  30  from  the  special  session  directed  the  Liquor  Division  to  imple- 
ment the  recommendations  of  the  Revenue  Oversight  Committee  dated  June  19, 
1986.  The  recommended  operating  changes  are  forecast  to  add  $1,100,000  to  li- 
quor profits  in  fiscal  1987. 

Based  on  the  observation  that  profits  transferred  to  the  general  fund  in  fis- 
cal years   1984   and   1985   were  exactly  equal  to  the  executive   forecast,    HJR    1   used 
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the  executive  projections  of  the  liquor  profits   which  were  slightly  higher  than  the 
LFA  forecasts. 

LIQUOR  EXCISE  TAX 
Section  16-1-401,  MCA,  authorizes  collection  of  a  liquor  excise  tax  and  sets 
the  rate  at  16  percent  of  the  retail  selling  price.  (The  retail  selling  price  is 
defined  as  the  state's  cost  plus  mark-up  and  is  less  than  a  customer  pays  in  a 
state  liquor  store.)  All  revenue  collected  from  the  tax  is  deposited  in  the  general 
fund.  As  shown  in  Table  18,  the  growth  in  excise  tax  collections  has  slowed 
since  fiscal  1980  and  became  negative  during  the  last  three  fiscal  years,  a  trend 
forecast  to  continue  in  fiscal  years   1986  and   1987. 

Table  18 

Historic  and  Projected  Liquor  Excise   Tax   Collections 

Fiscal  Years  1980  through  1987 

Fiscal  Year  Collections  Percent   Change 

1980  $5,764,741 

1981  6,340,958 

1982  6,572,066 

1983  6,599,727 

1984  6,415,784 

1985  5,935,058 


(17, 

.9) 

10, 

,0 

3, 

,6 

(0, 

2) 

(2, 

,2) 

(7, 

5) 

______________  Projected  -------------- 

1986  5,818,000  (2.0) 

1987  5,678,000  (2.4) 


The  decline  in  tax  collections  reflects  the  drop  in  unit  sales,  discussed  in 
the  section  on  liquor  profits,    which  are  partially  offset  by  price  increases. 

HJR  1  adopted  the  LFA  projections  of  liquor  excise  tax  revenue  for  fiscal 
years   1986  and  1987. 

INHERITANCE  TAX 
Title  72  of  the  Montana  Code  Annotated  authorizes  the  collection  of  inheri- 
tance and  estate  taxes.  The  inheritance  tax  liability  depends  on  the  size  of  an 
estate  and  the  relationship  of  the  heirs  to  the  descendant.  Estate  taxes  also  de- 
pend on  the  size  of  the  estate  and  are  equal  to  the  credit  allowed  by  the  federal 
estate  tax  for  state  taxes.  Since  fiscal  1980,  collections  from  inheritance  and  es- 
tate taxes  have  generally  declined  as  shown  in  Table  19. 
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Table  19 

Historic  and  Projected  Inheritance  Tax   Revenue 

Fiscal   Years   1980   through    1987 


Fiscal  Year  Collections                                                  Percent   Change 

1980  $8,537,242 

1981  6,195,069 

1982  7,680,529 

1983  6,398,489 

1984  5,960,471 

1985  7,656,622 


(27. 

.4) 

24, 

,0 

(16. 

.7) 

(6, 

.8) 

28 

.5 

---------------  Projected  ------------------ 

1986  7,813,000  2.0 

1987  7,972,000  2.0 


The  general  downward  trend  in  tax  collections  since  fiscal  1980  can  be  at- 
tributed to  several  statutory  changes.  At  the  state  level,  the  1979  legislature 
exempted  from  taxation  the  inheritance  received  by  a  decedent's  spouse,  while  the 
1981  legislature  eliminated  the  tax  on  the  inheritance  of  lineal  descendants.  At 
the  national  level,  the  Economic  Recovery  Tax  Act  of  1981  modified  federal  estate 
tax  laws  in  ways  expected  to  reduce  state  taxes. 

For  fiscal  1986,  the  projection  of  inheritance  tax  collections  was  based  on 
year-to-date  collections  through  April  and  the  historic  collection  pattern  for  the 
last  three  years.  The  2.0  percent  growth  rate  of  fiscal  1986  was  assumed  to  con- 
tinue in  fiscal  1987. 

In  contrast,  HJR  1  assumed  fiscal  1986  revenue  from  inheritance  taxes  would 
remain  near  the  fiscal   1985  level  and  grow  2.3  percent  in  fiscal   1987. 

METAL  MINES  TAX 
The  metal  mines  tax  is  levied  on  producers  of  gold,  silver,  copper,  lead, 
and  any  other  metal  or  precious  or  semiprecious  gems  or  stones  of  any  kind.  Be- 
ginning with  the  calendar  1985  tax  year,  no  tax  will  be  assessed  on  the  first 
$250,000  of  gross  value  of  metal  mined,  exempting  mines  with  little  output,  and 
the  marginal  tax  rate  rises  from  0.5  percent  on  the  second  $250,000  of  gross  val- 
ue to  1.5  percent  on  gross  value  over  $1,000,000.  Collections  for  tax  years  be- 
ginning after  December  31,  1984  are  allocated  67  percent  to  the  general  fund  and 
33    percent    to    the    hard-rock    mining    impact    trust    account.       The    tax    is    due    on 
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March  1  for  production  during  the  preceding  calendar  year.  Prior  to  calendar 
year  1985,  the  tax  rate  varied  from  0.15  percent  on  the  first  $100,000  to  1.438 
percent  on  value  over  $500,000.      All  revenue  was  deposited  in  the  general  fund. 

Table    20    shows    general    fund    revenue    from    the    metal    mines    tax    since    fiscal 
1980. 

Table  20 

Historic  and  Projected   Collections  of  the  Metal  Mines  Tax 

Fiscal  Years   1980  through  1987 

Fiscal  Year  Collections  Percent  Change 

1980  $2,516,820 

1981  1,564,569  (37.8) 

1982  1,861,209  19.0 

1983  1,542,061  (17.1) 

1984  2,630,135  70.6 

1985  1,977,324  (24.8) 


Projected 


1986  994,000  (49.7) 

1987  1,053,000  5.9 


The  increase  in  fiscal  1984  tax  collections  reflects  the  opening  of  the  Golden 
Sunlight  Mine  and  expansion  of  production  by  ASARCO. 

During  fiscal  years  1980  through  1983,  the  Anaconda  Company  paid  the  ma- 
jority of  the  metal  mines  tax  and  revenue  was  dependent  on  the  price  of  copper 
and  production  levels  by  that  company.  In  fiscal  years  1984  and  beyond,  most  of 
the  tax  was  paid  by  gold  and  silver  producers. 

Fiscal  1986  revenue  was  assumed  to  equal  the  $994,000  collected 
year-to-date.  Since  the  tax  is  due  March  1  for  production  during  the  preceding 
calendar  year,  no  additional  tax  collections  are  expected  in  the  last  month  of  the 
fiscal  year. 

Projections  of  future  revenue  from  the  metal  mines  tax  were  made  by  assum- 
ing production  remains  at  calendar  1985  levels  for  current  operations  and  no  new 
mines  commence  operations.  The  price  of  silver  is  forecast  to  fall  from  the  $6 
level  of  calendar  1985  to  $5.00  per  ounce  in  1986.  Gold  is  projected  to  sell  for 
$340  per  ounce,  which  is  higher  than  its  $317  average  for  calendar  1985.  The 
last  major  metal  produced  in  Montana,  copper,  is  forecast  to  have  an  average 
price  of  65<t  in  calendar   1986,    compared  with  56$  last  year. 
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Fiscal  1986  revenue  from  the  metal  mines  tax  in  HJR  1  was  forecast  at 
$998,000  based  on  year-to-date  collections  through  the  first  one-third  of  June. 
For  fiscal  1987,  HJR  1  assumed  an  average  gold  price  of  $320  per  ounce, 
compared  with  our  forecast  of  $340. 

ELECTRICAL   ENERGY    PRODUCERS   LICENSE   TAX 
Electrical    energy    producers    are    taxed    $0.0002    per    kilowatt    hour    (kwh)    on 
electricity  or  electrical  energy   generated,    manufactured,    or  produced  in  the  state 
of   Montana.       Since    fiscal    1980,    the    license    tax    revenue    has    grown    as    shown    in 
Table  21.      Table  21  also  includes  projections  for  fiscal  years   1986  and   1987. 

Table  21 
Historic  and  Projected   Electrical  Energy  Producer's  License   Tax  Revenue 

Fiscal  Years   1980  through  1987 

Fiscal   Year  Revenue  Percent   Change 

1980  $2,060,960 

1981  1,367,959 

1982  1,753,173 

1983  1,546,157 

1984  2,413,172 

1985  2,361,855 


(33 

6) 

28 

2 

(11 

8) 

56 

1 

(2 

1) 

---------------  Projected  ---------------- 

1986  2,530,000  7.1 

1987  2,623,000  3.7 


Several  factors  account  for  the  fluctuations  in  revenue.  First,  in  fiscal 
1981,  Montana  Power  underpaid  its  taxes  to  compensate  for  overpayments  in  the 
preceding  three  years.  Second,  fiscal  1984  revenue  was  inflated  by  audit  col- 
lections of  $552,000. 

Since  the  final  tax  payment  for  the  fiscal  year  is  due  April  30,  fiscal  1986 
revenue  was  forecast  to  equal  revenue  collected  through  the  end  of  May.  Fiscal 
1987  production  was  assumed  to  remain  at  the  fiscal  1986  level  plus  the  increase 
attributable  to  Colstrip  4\s  being  available  for  production  the  entire  year 
compared  with  four  months  in  fiscal  1986.  Consistent  with  the  coal  production  as- 
sumptions in  our  revenue  projections,  electrical  energy  production  reflects  no 
surplus  power  sales  in  California. 
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The  fiscal  1987  HJR  1  forecast  of  revenue  from  the  electrical  energy  produc- 
ers tax  assumes  taxable  production  will  total  14.8  billion  kilowatt  hours  compared 
with  our  forecast  of  15.5  billion. 

DRIVERS  LICENSE  FEES 
Section  61-5-111(6),  MCA  establishes  fees  for  the  issuance  of  driver's  li- 
censes and  motorcycle  endorsements.  The  general  fund  receives  40  percent  of 
the  revenue  from  drivers  licenses  and  60  percent  from  motorcycle  endorsements. 
As  shown  in  Table  22,  general  fund  revenue  has  declined  since  fiscal  1980  and  is 
expected  to  remain  at  the  $800,000  level  in  fiscal  years   1986  and  1987. 

Table  22 
Historic  and   Projected  General  Fund   Collections  from  Driver's  License  Fees 

Fiscal  Years  1980  through  1987 

Fiscal  Year  Collections  Percent   Change 

1980  $1,189,407 

1981  1,163,701 

1982  916,652 

1983  816,376 

1984  799,652 

1985  803,983 


(2. 

2) 

(21, 

.2) 

(10. 

.9) 

(2. 

.0) 

0. 

.5 

--------------  Projected  --------------- 

1986  800,000  (0.5) 

1987  800,000  0.0 


The  size  of  the  drop  in  fiscal  1982  revenue  is  attributable  to  the  redistribu- 
tion of  total  receipts:  beginning  October  1,  1981,  35  percent,  rather  than  5  per- 
cent, of  collections  from  driver's  license  fees  was  deposited  in  the  state  traffic 
safety  education  account.  Counties  collecting  the  fees  retain  3  1/3  percent  of 
driver  license  fees  and   5  percent  of  motorcycle  endorsements. 

Fiscal  1986  driver's  license  fee  revenue  appears  to  be  catching  up  to  the 
level  of  the  previous  two  years.  Consequently,  general  fund  revenue  for  both 
fiscal  1986  and   1987  is  forecast  to  total  $800,000. 

In  contrast,  HJR  1  projects  fiscal  1986  drivers'  license  fee  revenue  will  total 
only  $768,000  based  on  year-to-date  collections  through  May  and  will  rise  to 
$790,000  in  fiscal  1987   driven  by  growth  in  the  population  age   16  and  over. 
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TELEPHONE   COMPANY   LICENSE   TAX 
Authorized  by    Section    15-53-101,    MCA,    the  telephone   company  license  tax   is 

equal   to    1.725    percent    of   gross   income   in   excess   of  $250    quarterly    derived    from 

any  telephone  business  within  the  state. 

Since  fiscal   1980,    collections  of  the   telephone  company  license  tax   have  risen 

from    $1.8    million    to    $2.9    million    as    shown   in    Table    23.      Revenue   is    expected    to 

increase  to  $3.4  million  in  fiscal   1987. 

Table   23 

Historic  and  Projected  Telephone  Company  License  Tax  Revenue 

Fiscal  Years   1980  through   1987 

Collections  Percent   Change 

$1,783,776  9.2 

2,039,383  14.3 

2,167,815  6.3 

2,463,670  13.6 

2,521,905  2.4 

2,931,732  16.2 


Fiscal  Year 

1980 

1981 

1982 

1983 

1984 

1985 

Projected 


1986  3,217,000  9.7 

1987  3,378,000  5.0 


Because  tax  receipts  rise  with  the  gross  incomes  of  covered  telephone  com- 
panies, tax  increases  are  due  to  growth  in  the  quantity  of  services  provided  and 
to  the  Public  Service  Commission's  (PSC)  granting  rate  increases.  Since  Mountain 
Bell  pays  the  majority  of  the  tax  (70  percent  in  fiscal  1985),  decisions  in  its  rate 
cases  account  for  the  largest  part  of  the  increase  in  tax  collections  above  that 
induced  by  growth  or  shrinkage  in  the  quantity  of  services  provided.  AT&T 
Communications  paid   18  percent  of  total  taxes  collected  in  fiscal  1985. 

Fiscal  1986  taxes  are  projected  to  total  $3,217,000  based  on  year-to-datc  col- 
lections. In  fiscal  1987,  revenue  is  expected  to  grow  5  percent  assuming  con- 
tinued revenue  growth  from  rate  increases  granted  during  the  past  year  and  no 
increase  in  rates  from  new  filings. 

Very  little  difference  exists  in  the  LFA  and  HJR  1  projections  of  telephone 
tax  revenue.  Both  based  the  fiscal  1986  forecast  on  year-to-date  collections 
which  rose  between  the  time  our  projections  was  made  and  when  HJR  1  was  draft- 
ed. From  the  slightly  higher  fiscal  1986  base,  HJR  1  forecast  revenue  growth  of 
5.5  percent  compared   with  our  projection  of  5  percent  growth. 
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.2 

0, 

.9 

0 

.5 

(2 

.6) 

(4, 

.0) 

BEER  TAX 
Sections  16-1-406  through  408,  MCA,  levy  taxes  totaling  $4.30  per  31-gallon 
barrel  of  beer.  From  the  tax  on  each  barrel,  $1.80  is  deposited  in  the  general 
fund,  $1.50  goes  to  incorporated  cities  and  towns,  and  $1.00  is  credited  to  the 
Department  of  Institutions  for  alcoholism  programs.  The  1985  legislature  in- 
creased the  tax  rate  30<t  per  barrel  and  specified  that  the  additional  tax  would  be 
deposited  in  the  general  fund.  Table  24  shows  general  fund  revenue  from  the 
beer  tax  since  fiscal  1980. 

Table  24 

Historic  and  Projected  General  Fund   Revenue  from  the  Beer  Tax 

Fiscal  Years   1980  through  1987 

Fiscal  Year  Revenue  Percent   Change 

1980  $1,216,504 

1981  1,218,383 

1982  1,229,888 

1983  1,235,805 

1984  1,204,236 

1985  1,156,186 

-------------------  Projected  ------------ 

1986  1,284,000  11.1 

1987  1,227,000  (4.4) 


Because  the  rate  of  the  beer  tax  was  not  changed  between  fiscal  years  1980 
and  1985,  the  percent  changes  in  tax  revenue  shown  in  Table  24  for  that  time  pe- 
riod reflect  changes  in  barrels  of  beer  taxed.  The  decline  which  began  in  fiscal 
1984  has  continued  through  the  first  nine  months  of  fiscal  1986.  Based  on 
year-to-date  receipts  and  the  histoxnc  collection  pattern,  fiscal  1986  general  fund 
revenue  from  the  beer  tax  is  forecast  to  total  $1,284,000;  this  revenue  corre- 
sponds with  a  5.9  percent  decline  in  barrels  taxed.  (Revenue  increases  due  to 
the  20  percent  higher  tax  rate  in  fiscal  1986.)  The  downward  trend  in  consump- 
tion is  projected  to  continue  at  the  same  rate  in  fiscal  1987,  yielding  general  fund 
revenue  of  $1,227,000. 

The  November  ballot  will  include  a  constitutional  amendment  which  would 
raise  the  legal  drinking  age  to  21  effective  January  1,  1987.  If  the  amendment 
passes,  beer  consumption  and  taxes  in  fiscal  1987  would  be  expected  to  fall  more 
than  our  forecast  assumes. 
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HJR   1   adopted  the  LFA  projection  of  beer  tax  revenue  for  fiscal  years   1986 
and  1987. 

NATURAL   GAS   SEVERANCE   TAX 

In  accordance  with  Section  15-36-101,  MCA,  a  severance  tax  of  2.65  percent 
of  total  gross  value  is  levied  on  the  production  of  natural  gas  in  the  state.  Tax 
revenue  on  a  year-to-year  production  increase  within  a  county  is  paid  to  that 
county.      The  remainder  of  the  tax  is   deposited  in  the  general  fund. 

Since  fiscal  year  1980,  natural  gas  severance  tax  collections  by  the  general 
fund  have  increased  as  shown  in  Table  25.  Table  25  also  shows  forecasts  for  fis- 
cal years   1986  and  1987. 

Table  25 

Historic  and  Projected   Natural  Gas  Severance  Tax 

Fiscal  Years   1980  through   1987 

Fiscal  Year  General  Fund  Revenue  Percent   Change 

1980  $1,264,024 

1981  1,881,292  48.8 

1982  2,474,811  31.5 

1983  2,525,059  2.0 

1984  2,797,996  10.8 

1985  2,945,778  5.3 


Projected 


1986  2,503,000  (15.0) 

1987  2,332,000  (6.8) 


Between  fiscal  1980  and  1983,  the  money  to  pay  counties  with  increased  pro- 
duction was  set  aside  from  tax  collections  before  the  general  fund  deposit  was 
made.  In  fiscal  years  1984  and  1985,  payments  were  made  with  a  general  fund 
appropriation,  rather  than  withholding  money  from  the  general  fund.  The  change 
in  accounting  procedures  accounts  for  most  of  the  growth  in  revenue  between  fis- 
cal years  1983  and  1984.  A  change  back  to  the  original  method  of  withholding  es- 
timated payments  from  revenue  accounts  for  most  of  the  decline  in  fiscal  1986. 

Receipts  from  the  natural  gas  tax  depend  on  the  levels  of  taxable  production 
and  price.  In  January  1985,  the  federal  government  removed  controls  on  the 
price  of  most  natural  gas.  The  Montana  average  price  of  gas  fell  from  $2.53  per 
thousand  cubic  feet  (MCF)  in  the  quarter  ending  December  1984  to  $2.32  in  the 
quarter  ending  March  1985.  Since  that  time,  price  has  changed  little  and  av- 
eraged $2.38   for  the  two  following  quarters.      Falling  oil  prices  will  add  to  the  ex- 
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isting  downward  pressure  on  natural  gas  prices  resulting  from  oversupply.  The 
projected  price  for  fiscal  1986  is  based  on  actual  prices  this  year  and  the  assump- 
tion average  price  will  fall  7.5  percent  in  the  March  1986  quarter,  consistent  with 
the  outlook  of  those  in  the  industry.  Price  is  assumed  to  fall  another  7.5  percent 
in  fiscal  1987  to  an  average  of  $2.17  per  MCF,  very  close  to  the  current  Canadian 
border  price  of  $2.15  per  MCF. 

In  a  reversal  of  the  recent  trend,  fiscal  1986  production  is  expected  to  in- 
crease 2.9  percent  over  the  fiscal  1985  level,  based  on  year-to-date  data.  Fiscal 
1987  production  is  forecast  to  fall  2.0  percent  due  to  declining  crude  oil  produc- 
tion and  declining  demand  by  utility  customers. 

The  LFA  forecast  assumes  payments  to  counties  with  increased  natural  gas 
production  will  reduce  tax  collections  $366,000  in  fiscal  1986  which  is  $282,000 
more  than  the  reduction  assumed  in  the  HJR  1  projection.  For  fiscal  1987,  the 
HJR  1  forecast  is  higher  than  ours  due  to  its  assumption  taxable  production  will 
rise  1.5  percent  and  ours  that  it  will  decline  2.0  percent  in  line  with  the  history 
of  declines  which  was  interrupted  in  fiscal  1986. 

FREIGHT  LINE  COMPANY  LICENSE  TAX 
Established  by  Section  15-55-102,  MCA,  the  freight  line  company  license  tax 
is  assessed  at  the  rate  of  "5i  percent  of  the  total  gross  earnings  received  from 
all  sources  by  reason  of  the  use  or  operation  of  such  cars  within  this  state." 
Since  fiscal  1980,  the  freight  line  tax  has  yielded  general  fund  revenue  in  the 
amounts  shown  in  Table  26.  Table  26  also  shows  projections  for  fiscal  years  1986 
and  1987. 

Table  26 

Historic  and  Projected  Freight  Line  Company  License  Tax   Revenue 

Fiscal   Years  1980  through   1987 

Collections  Percent   Change 

$  956,357 
1,200,093 
1,344,761 
1,432,164 
1,334,111 
1,379,418 


Fiscal   Year 

1980 

1981 

1982 

1983 

1984 

1985 

41. 

,5 

25. 

.4 

12, 

,0 

6. 

,5 

(6, 

.8) 

3, 

.4 

Projected 


1986  1,195,000  (13.3) 

1987  1,448,000  21.2 
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creased  annually  since  fiscal  1982.  The  tax  from  distributors  is  forecast  to  grow 
7.1  percent  in  fiscal  1986  in  accordance  with  the  trend  for  the  first  nine  months 
of  the  year  and  to  increase  4.2  percent  in  fiscal  1987,  its  average  rate  over  the 
previous  three  years.  Since  95  percent  of  retail  wine  sales  are  in  non-state 
stores,  the  upward  trend  in  private  sector  sales  causes  total  wine  tax  collections 
to  increase. 

The  small  differences  in  revenue  projections  for  the  wine  tax  result  from  the 
LFA  assumption  liters  of  wine  sold  increase  at  an  average  annual  rate  of  4.8  per- 
cent during  the  1987  biennium,  while  IIJR  1  assumes  the  average  growth  rate  will 
be  4.2  percent. 

"OTHER"  REVENUE  CATEGORY 
The  "other"  revenue  category  contains  a  large  number  of  taxes,  fees,  and 
other  types  of  revenue  which  individually  yielded  less  than  $2  million  in  general 
fund  revenue  since  fiscal  1985.  Table  28  shows  actual  collections  of  other  reve- 
nue for  fiscal  years  1983  through  1985  and  projections  for  fiscal  years  1986  and 
1987. 

Table  28 

Historic  and  Projected  Other  Revenue 

Fiscal  Years   1983  through  1987 

Fiscal  Year  Collections  Percent   Change 

1983  $11,176,072 

1984  12,219,313  9.3 

1985  13,432,000  9.9 


Projected 


1986  21,484,000  59.9 

1987  24,239,000  12.8 


The  growth  between  fiscal  years  1985  and  1986  is  largely  the  result  of  new 
revenue  sources  added  by  the  1985  legislature  and  transfers  authorized  by  the 
special  session.  Additional  vehicle  license  fees  used  for  district  court  funding 
are  forecast  to  produce  approximately  $2.6  million  of  revenue  each  year.  Another 
new  revenue  source,  video  poker  licenses,  is  expected  to  add  about  $1.2  million 
to  the  general  fund  each  year. 

As  Table  29  shows,  the  third  special  session  of  the  Forty-ninth  Legislature 
enacted  seven  laws  which  affect   revenue  in  the  other  revenue  category. 
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Fiscal  1986 

Fiscal  1987 

$          -0- 

$      500,000 

2,000,000 

-0- 

680,000 

1,000,000 

-0- 

12,000 

-0- 

100,000 

-0- 

3,378,000 

1,000,000 

350,000 

-0- 

(207,000) 

13^680^000 

&Li33J.QflJL 

Table  29 
Revenue  Impact  of  Legislation  Affecting  the  Other  Revenue  Category 


Bill 

1IB   2    -  Transfer  from  Leg.    Council  Code  Acct. 
II B   16-   Transfer  from   Social  Security  Acct. 
MB   23-   Transfer   Coal  Board   Funds 
HB   30-   Reduce   State  Auditor's  Approp. 

-  Transfer  from   Crime  Victims  Account 
HB   36-   Sell  MT  Youth  Treatment   Center 
HB   34-   Transfer  from  Alternative  Energy  Account 
SB   7    -   Additional  Charge  for  Criminal  Offense 

Total 


House  Bills  2,  16,  23,  30,  and  39  authorize  the  transfer  of  funds  from  other 
accounts  into  the  general  fund.  Because  House  Bill  30  reduced  the  state  special 
revenue  fund  appropriation  for  the  Investment  Division  in  the  State  Auditor's 
Office,  less  of  the  fees  collected  by  the  division  will  be  spent  there  and  more  will 
be  available  for  transfer  to  the  general  fund.  House  Bill  36  authorizes  sale  of 
the  Montana  Youth  Treatment  Center  which  is  assumed  to  sell  for  the  $3.38  million 
minimum  bid  specified  in  the  bill.  Senate  Bill  7  specifies  that  rather  than  being 
deposited  in  the  state's  general  fund,  the  additional  charge  assessed  those  con- 
victed of  criminal  conduct  or  who  forfeit  bond  or  bail  will  be  retained  by  local 
governments  who  now  have  full  responsibility  for  funding  the  salaries  of  deputy 
county  attorneys. 

For  categories  which  existed  prior  to  this  year,  fiscal  1987  revenue  was 
forecast  with  the  assumption  of  modest  growth  over  fiscal  1986  revenue  which 
was,   in  turn,    projected  from  year-to-date  collections. 

HJR  1  adopted  the  LFA  projections  of  other  revenue  for  fiscal  years  1986 
and   1987. 
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BUSINESS  AND  LABOR 


PAY  PLAN 


PAY   PLAN 


House  Bill  31  of  the  special  session  amends  the  state  employee  pay  schedules 
and  funding  enacted  by  the  1985  regular  session  of  the  legislature.  If  at  least  95 
percent  of  the  collective  bargaining  agreements  with  the  State  of  Montana  are  re- 
negotiated by  July  18,  1986  to  include  continuation  of  the  fiscal  1986  pay 
schedules  and  insurance  contributions,  those  compensation  levels  will  prevail  in 
fiscal  1987.  Should  less  than  95  percent  of  the  contracts  be  renegotiated  by  the 
deadline,  employee  compensation  will  increase  to  the  fiscal  1987  levels  contemplated 
by  the   1985   regular  session . 

House  Bill  31  sets  the  pay  plan  appropriation  for  the  1987  biennium  at  $8.4 
million  general  fund  and  $5.2  million  other  funds,  a  total  of  $12.5  million  less  than 
authorized  by  the  1985  session.  While  this  appropriation  should  be  sufficient  to 
maintain  the  compensation  of  all  authorized  FTE  at  fiscal  1986  compensation  levels, 
it  falls  short  of  the  needed  funding  if  renegotiations  do  not  occur.  If  fiscal  1987 
state  employee  compensation  rises  to  the  levels  authorized  by  the  1985  regular 
session  and  the  funding  shortfall  is  accomodated  solely  by  reduced  staffing, 
approximately  500  FTE  positions  at  the  average  statewide  compensation  rate  nuist 
remain  vacant.  The  actual  FTE  reduction  would  depend  on  the  salary  levels  of 
the  vacant  positions  and  the  possibility  of  operating  savings  elsewhere  in  the 
budget  which  would  allow  more  to  be  spent  on  personal  services. 
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EDUCATION  AND 
CULTURAL  RESOURCES 

SCHOOL  FOUNDATION 


PUBLIC  SCHOOL  FOUNDATION  PROGRAM 


The  Public  School  Foundation  Program  is  funded  by  county  equalization  aid, 
state  equalization  aid,  and  general  fund  revenues.  The  major  source  of  revenue 
for  county  equalization  aid  is  the  property  tax  levy  of  45  mills  statewide.  Forest 
and  grazing-  funds  and  miscellaneous  revenues  also  contribute  to  county 
equalization.  State  equalization  aid  comes  from  six  sources:  individual  income 
tax,  corporate  license  tax,  common  school  interest  and  income,  U.  S.  mineral 
royalties,  education  trust  interest,  and  coal  severance  taxes.  General  fund  is 
added  to  the  public  school  foundation  program  to  the  extent  that  county  and  state 
equalization  aid  does  not  cover  the  formula-driven  costs  of  the  foundation 
program . 

Table  1  shows  the  legislative  fiscal  analyst's  estimates  for  revenues  and  ex- 
penditures in  the  Public  School  Foundation  Program.  These  estimates  have  been 
revised  to  reflect  legislation  adopted  by  the  49th  Legislature  in  its  third  special 
session.  In  total,  the  actions  of  the  legislature  increased  funding  to  the  Public 
School  Foundation  Program  by  $23,177,000  in  fiscal  1987.  Also,  the  fiscal  1986 
figures  have  been  revised  to  reflect  actual  education  trust  fund  earnings  and 
U.S.  mineral  royalty  payments.  The  Public  School  Foundation  Program  is  now 
projected  to  revert  $2,406  million  to  the  general  fund  at  the  end  of  the  1987 
biennium. 
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Table  1 
Estimates  of  Public   School  Foundation   Program   Funding 

1987  Biennium 
(Millions) 


State  Equalization 

25   Percent   Individual   Income  Tax 
25   Percent  Corporate  License  Tax 
Coal  Severance   Tax 
Interest  and  Income 
U.S.   Mineral  Royalties 
Education  Trust  Interest   (67.5%) 
House  Bill  949 

Total  State  Equalization 

County  Equalization 

45  Mill  Levy 
Miscellaneous 
Forest   Funds 
Grazing  Funds 
Elementary  Transportation 
High  School  Tuition 

Total   County  Equalization 

District  Permissive  Levies 

Total  Non-General  Fund 

Less:    Formula-Driven  Costs 

General  Fund  Required 

General  Fund  Available 

GENERAL  FUND  REVERSION  FY87 


Fiscal 

Fiscal 

1987 

1986 

1987 

Biennium 

$  43.030 

$  47.603 

$  90.633 

13.082 

10.690 

23.772 

4.209 

10.381 

14.590 

58.611 

37.755 

96.366 

12.630 

21.106 

33.736 

7.759 

7.467 

15.226 

0.750 

0.000 

0.750 

$140,071 

$135,002 

$275,073 

$106,656 

$104,678 

$211,334 

8.923 

8.796 

17.719 

1.391 

1.391 

2.782 

0.118 

0.120 

0.238 

(3.627) 

(3.680) 

(7.307) 

(0.761) 

(0.761) 

(1.522) 

$112,700 

$110,544 

$223,244 

$  18.251 

$  19.008 

$  37.259 

$271,022 

$264,554 

$535,576 

281.970 

283.760 

565.730 

$  10.948 

$  19.206 

$  30.154 

32.560 

21.612 

32.560 

$_  2.406 

$  2.406 

*The  figures  for  fiscal  1986  have  been     updated  to  reflect  actual  education 
trust  fund  earnings  and  U.    S.    mineral  royalty  receipts. 


Several  pieces  of  legislation  were  passed  during  the  special  session  of  the 
legislature  which  affected  the  funding  and  the  cost  of  the  Public  School 
Foundation  Program.  These  pieces  of  legislation  are  Senate  Bills  9,  13,  14,  17, 
and   20   and    House   Bills   14,    23,    and   38. 
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Senate  Bill  9  sets  the  foundation  program  funding  schedule  in  fiscal  1987  at 
1  percent  above  the  fiscal  1986  funding  level.  As  a  result,  the  foundation  pro- 
gram cost  in  fiscal  1987  is  estimated  to  be  $283.76  million,  which  is  $8.43  million 
less  than  the  estimated  cost  based  upon  a  4  percent  increase  in  the  funding 
schedule. 

Senate  Bill  13  has  a  dual  effect  on  the  foundation  program  in  fiscal  1987. 
i5y  redirecting  the  coal  tax  allocation  from  the  education  trust  fund  to  the 
foundation  program,  Senate  Bill  13  increases  the  direct  coal  tax  revenue  to  the 
public  schools,  but  decreases  the  interest  earnings  available  from  the  education 
trust.  With  the  passage  of  Senate  Bill  13,  the  foundation  program  will  receive 
13.2  percent  of  fiscal  1987  coal  tax  collections,  instead  of  the  4.4  percent  that  it 
would  have  received  prior  to  the  passage  of  Senate  Bill  13.  The  increased 
allocation  will  provide  $6.92   million  to  the  foundation  program. 

The  education  trust  fund  will  not  grow  in  fiscal  1987  as  a  result  of  Senate 
Bill  13.  Therefore,  interest  earnings  from  the  trust  will  be  derived  from  the 
$78.92  million  balance  in  the  trust  at  the  end  of  fiscal  1986.  A  second  piece  of 
legislation  which  affects  the  interest  earnings  available  to  the  public  schools  is 
House  Bill  23,  which  transferred  $1,680,000  from  the  local  impact  account  to  the 
general  fund.  As  the  foundation  program  receives  67.5  percent  of  the  interest 
earnings  from  both  the  local  impact  and  the  education  trust  fund,  there  will  be 
some  loss  of  interest  earnings  available  to  the  schools  as  a  result  of  this  transfer. 
The  interest  earnings  allocated  to  the  foundation  program  in  fiscal  1987  are  es- 
timated to  be  $7,467  million,  which  reflects  a  $299,000  reduction  in  interest  earn- 
ings available  to  the  Public  School  Foundation  Program  as  a  result  of  Senate  Bill 
13  and   House  Bill  23. 

Senate  Bill  14  allocates  100  percent  of  U.S.  mineral  royalties  to  the  Public 
School    Foundation    Program.       Formerly,    the    royalties    were    allocated    62.5    percent 
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to  the  foundation  program  and  37.5  percent  to  the  highway  reconstruction  trust. 
The  revenue  increase  to  the  foundation  program,  as  a  result  of  Senate  Bill  14,  is 
an  estimated  $7,915   million. 

Senate  Bill  17  increased  the  frequency  of  individual  income  tax  withholding 
payments  for  certain  employers.  The  passage  of  Senate  Bill  17  provides  an  es- 
timated revenue  gain  of  $2,225   million   for  the  foundation   program  in   fiscal  1987. 

House  Bill  14  appropriated  $6.5  million  of  general  fund  lor  the  local  govern- 
ment block  grant  in  fiscal  1987  and  pro-rated  the  block  grant  among  counties. 
The  $6.5  million  appropriation  is  approximately  $1  million  short  of  the  amount  that 
would  have  been  needed  to  fully  fund  the  block  grant  in  fiscal  1987.  The 
shortfall  will  reduce  the  amount  available  to  the  Public  School  Foundation  Program 
by  $155,500  in  fiscal  1987.  This  reduction  is  reflected  in  the  county 
miscellaneous  revenue  and  the  district  permissive.  If  the  shortfall  is  greater  than 
$1   million,   the  foundation  program   will  absorb   15.55   percent  of  the  shortfall. 

Senate  Bill  20  reverses  the  effects  of  House  Bill  431,  which  was  passed 
during  the  1985  regular  session,  by  shifting  the  property  tax  classification  of 
unimproved  suburban  tracts  of  land,  greater  than  20  acres,  from  class  four 
(residential)  property  to  class  three  (agricultural)  land.  This  action  is  projected 
to  reduce  statewide  taxable  value  by  $9.74  million.  Senate  Bill  20  also  sets  the 
tax  rate  for  parcels  of  land,  between  five  and  twenty  acres,  that  are  not  devoted 
to  residential,  commercial,  industrial,  agricultural,  or  timber-land  use,  at  one-half 
of  the  class  four  property  tax  rate,  or  1.93  percent.  The  reduced  tax  rate  will 
result  in  a  $15.13  million  loss  in  taxable  value.  The  total  loss  in  taxable  value  of 
$24.87  million  will  reduce  tax  collections  from  the  45  mill  levy  and  the  district 
permissive  levy  by  $1,318,000. 

House  Bill  38  set  the  maximum  tax  rate  for  class  15  railroad  property  at  12 
percent.      Prior  to  this   action,    the  tax   rate   for  railroad  property   in   tax   year   1986 
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was  estimated  to  be  14.4  percent.  The  taxable  value  of  railroad  property  will  fall 
by  $12.08  million  as  a  result  of  House  Bill  38,  and  the  Public  School  Foundation 
Program   will  lose  $540,353  in  previously  anticipated  revenue. 

Table  2  shows  the  revenue  impact  of  legislation  affecting  the  Public  School 
Foundation  Program,  using  both  the  legislative  fiscal  analyst  and  House  Joint 
Resolution  1  estimates.  House  Bill  14  is  shown  as  having  a  positive  revenue 
effect  on  HRJ1  because  HRJ1  assumed  that  the  local  government  block  grant 
supplemental  would  not  be  funded.  The  legislative  fiscal  analyst  shows  a  negative 
impact  from  House  Bill  14  because  the  legislative  fiscal  analyst  assumed  that  the 
block  grant  supplemental  would  be  fully  funded.  The  legislative  fiscal  analyst 
and  HRJ1  estimates  of  the  effect  of  House  Bill  38  differ  because  the  legislative 
fiscal  analyst  estimate  was  based  on  a  14.4  percent  tax  rate  for  railroad  property 
while  the  HRJ1  was  based  on  a  13  percent  rate.  The  remaining  differences  are 
explained  by  differing  estimates  of  coal  tax  collections  and  U.  S.  mineral  royalty 
payments. 

Table  2 
Revenue   Impact  of  Legislation  Affecting  Foundation   Program 

(Thousands) 


Legislation 

SB     9-1%  increase  in  FY87   funding 

SB   13   -   Redirect  coal  tax  to  schools 

SB   14  -   100%  U.S.    mineral  royalties  to  schools 

SB   17   -   Increase  frequency  of  individual  income  tax 

withholding  payments 
SB   20   -   Shift  land  from  class  4  to  class   3 
HB    14   -   Pro-rate  local  government  block   grant 
IIB   23   -   Transfer   from   coal   board   to  general  fund 
HB   38   -   Set   maximum   class   15   property   tax   rate  at 

12   percent 

Total   Impact  of  Legislation 


-  -  -   Fiscal 

1987   -   - 

LFA 

HJR   1 

$   8,430 

$      8,430 

6,705 

6,510 

7,915 

7,305 

2,225 

(1,318) 

(1,318) 

(156) 

1,011 

(84) 

(80) 

(540) 

(225) 

£23U77_ 

$23^858_ 
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HRJ1  sets  a  revenue  estimate  for  the  Public  School  Foundation  Program  of 
$516,177  million  for  the  1987  biennium.  With  an  estimated  cost  of  $574.16  million 
for  the  foundation  program  at  the  4-4  percent  funding  level  and  an  existing 
general  fund  appropriation  of  $32.56  million,  HRJ1  projects  the  need  for  a  $25,423 
million  general  fund  supplemental  in  fiscal  1987.  As  Table  2  shows,  the  Special 
Session  III  legislation  affecting  the  Public  School  Foundation  Program  is  expected 
to  generate  $23,858  in  revenues,  using  House  Joint  Resoultion  1  revenue 
estimates.  Therefore,  the  foundation  program  will  still  require  a  $1,565  million 
supplemental  in  fiscal  1987  according  to  HRJ1. 
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SECTION   A   -   GENERAL   GOVERNMENT   AND   HIGHWAYS 


Legislative  Ac  Lion 


General  Fund 
%   Cut 


General  Fund 


-  Fiscal  1987 
Other  Funds 


Total 


Across-the-Board-Cul s 
Legislative  Auditor 
Legislative  Fiscal  Analyst 
Legislative  Council 
Consumer  Counsel 
Environmental  Quality  Council 
.liulic  iary 
Governor's  Office 
Secretary  of  State 

Commissioner  of  Political  Practices 
Slate  Auditor 
Department  of  Justice 
Highway  Traffic  Safety 
Crime  Control 
Department  of  Revenue 
Department  of  Administration 
Military  Affairs 
Department  of  Highways 

Total  Across-the-Board-Cuts 


4.6 

S   49,951 

?   3,282 

S    53,233 

5.0 

37,480 

-0- 

37,480 

4.1 

88,441 

-0- 

88,441 

0.0 

-0- 

44,879 

44,879 

5.0 

11,639 

-0- 

11,639 

1.3 

52,141 

56,093 

108,234 

4.9 

113,512 

-0- 

113,512 

4.9 

4  2,544 

16,170 

58,714 

5.0 

6,988 

50 

7,038 

5.0 

54,562 

65,141 

119,703 

2.1 

195,780 

240,315 

436,095 

0.0 

-0- 

3,535 

3,535 

5.0 

24,304 

-0- 

24,304 

4.3 

759,324 

48,113 

807,437 

5.0 

192,463 

1 

,206,062 

1,398,525 

5.0 

93,588 

-0- 

93,588 

0.0 

-0- 

4 
$5 

,050,618 
,734,258 

4,050,618 

4.2 

$1,722,717 

$  7,456,975 

Policy  Issues 
Coal  Tax  Lobby 
Highway  Patrol  Cars 
Narcotics  and  Stolen  Property 
Funding  Switch  -  Highway  Patrol 
Funding  Switcli  -  Deputy  County  Attorney 
Board  of  Investments  -  Personal  Services 
FTE  Transfer 
FTE  Reduction 
Property  Reapprn i sal 

9 

Total  Policy  Issues 

Revenue  Issues 

Transfer  from  Montana  Code  Annotated 

Transfer  from  Social  Security  Contribution  Account 

Total  Revenue  Issues 

3 
Total  Legislative  Action 


$    25,500 
-0- 
408,959 
3,082,747 
662,312 
-0- 
-0- 
129,380 
(84,151) 


$      -0- 
250,000 
-0- 
(3,082,747) 
-0- 
15,000 
(13,329) 
-0- 
-0- 


25,500 
250,000 
408,959 

-0- 
662,312 

15,000 
(13,329) 
129,380 
(84,151) 


$4,224,747     $(2,831,076)     $  1,393,671 


$   500,000 

-0- 

$   500,000 

2,000,000 

-0- 

2,000,000 

$2,500,000 

$ 

-0- 

$  2,500,000 

$8^447^464 

$ 

h 

903^182 

$11^350^646 

In  addition    to    the   FY87   across-the-board   cuts   the    following  agencies   had   cuts    to    their   biennial 
appropriations    in   FY86:      Legislative   Council,    $20,256;    Governor's   Office,    $992;    Secretary  of 

;State,    $2,000. 
in   addition    to   the   policy    issues   shown    in    FY87    the    Following  agencies   had   policy   issues    that   re- 
duced   general     fund    in    FY86:       Governor's    Office    -    Coal    tax    lobbv    fund,    $29,137;    Department    of 

.Justice    -    Indian   Legal   Jurisdiction,    $118,551. 
After   adding   the    FY86   across-the-board   cuts   and   FY86   policy   issue   cuts,    the   total    general    fund   ad- 
justment   is    $8,618,400. 
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COMPARISON   OF   GOVERNOR'S   BUDGET   AND   LEGISLATIVE   ACTION   ON 
GENERAL   GOVERNMENT   AND   HIGHWAY'S   GENERAL   FUND   APPROPRIATIONS 


Governor's  5  Percent 
Reduction  by   Agency 

Legislative  Auditor 
Legislative   Fiscal  Analyst 
Legislative  Council 
Environmental  Quality  Council 
Judiciary 
Governor's  Office 
Secretary  of  State 
Commissioner  of  Political  Pract. 
State  Auditor 
Department  of  Justice 
Crime  Control 
Department  of  Revenue 
Department  of  Administration 
Military  Affairs 

Total  Governor's  5%  Reductions 


Governor's 

Recommended 

5   ] 

Percent 

General  Fund 

Legislative 

Re 

duction 
54,542 

Action 

Difference 

$ 

$       49,951 

$     4,591 

37,480 

37,480 

-0- 

108,697 

108,697 

-0- 

11,639 

11  ,639 

-0- 

46.60C 

52,141 

(5,541) 

113,074 

114,504 

(1,430) 

14,544 

44,544 

-0- 

6,988 

6,988 

-0- 

54,562 

54,562 

-0- 

265,037 

195,780 

69,257 

24,304 

24,304 

-0- 

880,342 

759,324 

121,018 

192,463 

192,463 

-0- 

93,588 
,933,860 

93,588 
$   1,745,965 

-0- 

$1 

$187,895 

Policy  Issues 

Coal  Tax  Lobby 

Delay   Criminal  Investigation 

Program 
Funding  Switch   Highway  Patrol 
Funding  Switch   County  Attorney 

Total  Policy  Issues 

Total  Action 


$        54,637 

$        54,637 

$ 

-0- 

408,959 

408,959 

-0- 

3,082,747 

3,082,747 

-0- 

520,312 

520,312 
$4,066,655 

-o- 

$4,066,655 

$ 

-0- 

$-6_,.00(L515 

$5^812^620 

$187 

.895_ 
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LEGISLATIVE   AUDITOR 


Budget  Item 


KB   500 


Fiscal  1987 
HB   30 


Difference 


FTE 


f.0.0 


60.0 


0.00 


Personal  Services 

$1,616,874 

$1,616,874 

$   -0- 

Operating  Expenses 

397,514 

344,281 

53,233 

Equipment 

18,550 
32^032^938 

18,550 
$1^979^705 

-0- 

Total  Expenditures 

$53^233 

Funding 

General  Fund 

$1,090,849 

$1,040,898 

$49,951 

State   Special 

942,089 

938,807 

3 ,  282 

Total  Funding 

$2^032-^938 

$1^979^705 

$5^233 

SPECIAL   SESSION 

III 

A  PTTOM 

Agency 

Cut 

General   Fund 

Other   Funds 

Total 

%  Cut 

Across-the-Board   Cuts    -    HB 

30 

4^6 

^±h 

.951 

S3,  282 

$53,233 

li*L 

ACROSS-THE-BOARD 

CUTS 

Reductions  to  the  budget  are:  contract  services  $46,287,  rent  $1,346,  legi- 
slative request  travel  $5,000,  and  dues  $600.  The  Legislative  Auditor  proposed 
an  additional  $15,000  in  cuts  for  FEMA/FED  grant  audits,  which  the  legislature 
did  not  accept.  These  audits  are  necessary  in  order  for  the  state  to  receive  full 
funding  in  case  of  federal  assistance  for  natural   disasters. 
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LEGISLATIVE   FISCAL   ANALYST 


Budget   Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 

Funding 

General  Fund 


11B   500 

18.0 

$587,15? 

159,701 

2,750 

$749^603 


$Z49_,603 


Fiscal   1987 
HB   30 


18.0 


$712^123 


$712^123 


Difference 


0.00 


$578,390 

$  8,756 

130,977 

28,724 

2,750 

-0- 

$37_,.480 


$37^480 


Across-the-Board   Cuts   -   HB   30 


SPECIAL   SESSION   III   ACTION   -   - 

G.F.        _________  Fiscal  1987 

%   Cut        Ceneral  Fund      Other  Funds 


5.0 


$37,480 


-0- 


Total 


$37,480 


Agency 

jp  Cut 

5.0 


ACROSS-THE-BOARD   CUTS 

The  5  percent  reduction  of  the  legislative  fiscal  analyst  budget  totals  $37,480 
and  is  composed  of  the  following: 

1.  Persona]  Services  -  Vacancy  savings  and  reduced  secretarial  overtime 
will  save  $8,756. 

2.  Contract  Services  -  Consultants  and  legal  assistance  will  be  reduced, 
saving  $11,000. 

3.  Travel  -    Staff  travel  will  be  reduced,    saving  $2,724. 

4.  Rent  -  Rent  for  data  processing  terminals  will  not  be  needed,  as  the 
personal  computers  will  be  able  to  access  the  state     computer,    saving  $11,000. 

5.  Repairs  -  Maintenance  contracts  on  the  two  word  processors  will  be 
dropped,   saving  $4,000. 

OTHER   LEGISLATION 

House  Bill  46  makes  it  clear  that  the  legislative  fiscal  analyst  can  investigate 
and  examine  revenues  of  state  government  activities;  provides  that  the  LFA  office 
may  obtain  copies  of  state  agency  records  that  it  is  authorized  to  examine,  except 
protected    individual    income    tax    records;     clarifies    that    the    LFA    office    may    not 
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diselose  information  obtained  in  its  investigations  where  publication  is  prohibited 
by  law;  and  subjects  the  staff  to  penalties  for  unauthorized  disclosure  of  con- 
fidential records  obtained  from  state  agencies. 
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LEGISLATIVE   COUNCIL 


Budget   Item 

FTE 

Personal   Services 
Operating  Expenses 
Equipment 

Total  Expenditures 

Funding 

General  Fund 


HB   500 


58.0 


&2U6IL337 


166^337 


Fiscal   1987 
II B   30 

58.0 


$2^077^896 


$2JL077J896 


Difference 


0 .  00 


$1,500,259 

$1,500,259 

$   -0- 

637,885 

562,544 

75,341 

28,193 

15,093 

13,100 

$-88^.441 


&HL.441 


-   SPECIAL   SESSION    III   ACTION 

G.F.  ---------   Fiscal    1986 

%   Cut       Genera]  Fund      Other  Funds 


Across-the-Board  Cuts  -  HB  30   -0- 


Across-the-Board  Cuts  -  HB  30   4.1 


$_2(\256 


-0- 


--------  Fiscal  1987 

5  88,441  -0- 


Total 

$20^256 

$  88,441 


ftgem 

%   Cut 


-o- 


4.1 


Other  Legislation 

A.    MCA   Fund   Balance 

Transfer   -   HB   2 

-0-                         $500,000 

-o- 

$500,000 

-0- 

Total  Changes 

-0;                         $588,441 

-0- 

$588,44 

-o- 

ACROSS-THE-BOARD 

CUTS   FISCAL   1986 

Continuing  appropriations  from  fiscal  1986  were  reduced  as  follows:  1) 
Interim  studies  and  conference  committees;  the  5-State  Committee  was  reduced  by 
$12,932,  the  Agriculture  Committee  by  $275,  and  the  Lien  Laws  Committee  by 
$400;  and  2)  Statutory  committees;  the  Administrative  Code  Committee  was 
reduced  by  $2,000,  the  Capital  Building  and  Planning  Committee  by  $1,300,  and 
the  Indian  Affairs  Committee,  as  established  by  Rouse  Bill  14  of  the  49th 
legislature,   by  $1,000. 

National  Council  of  State  Legislatures  travel  was  reduced  by  $1,175,  Council 
of  State  Governments  travel   by   $633,    and  the  Forestry   Task    Force  by  $541. 
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ACROSS-THE-BOARD    CUTS   -    FISCAL    1987 

Fiscal  1987  appropriations  were  reduced  as  follows:  1)  Dues  and  travel  for 
interstate  organizations;  the  NCSL  dues  were  reduced  by  $2,004,  and  the  CSG 
dues  by  $1,681;  and  2)  The  council  operations  budget;  equipment  was  reduced  by 
$13,100,  travel  by  $13,100,  registration  fees  by  $6,111,  and  computer  costs  by 
$52,445. 

OTHER  LEGISLATION 


House  Bill  2  of  Special  Session  III  transferred  $500,000  from  the  Montana 
Codes  Annotated  Account  to  the  general  fund  for  fiscal  year  1987.  The  Montana 
Codes  Annotated  Program  pays  for  costs  directly  related  to  the  printing  and 
distribution  of  the  codes  annotation  and  annotation  supplements.  Costs  are 
funded  by  revenues  generated  from  sale  of  the  publications.  As  of  the  end  of 
April  1986,  there  was  a  cash  balance  in  the  Montana  Codes  Annotated  account  of 
$978,564.  Table  1  shows  the  anticipated  cash  flow  in  the  account  for  the  balance 
of  the   1987  biennium. 


Table  1 
Anticipated  Balance  in  Montana  Codes  Annotated  Program 

As  of  6/30/87 


Balance  4/30/86  $     978,564 

Revenues  36,970 

Total   Available  $1,015,534 

Anticipated   Expenditures  238,613 


Balance  6/30/87  $__776J.921 


The  Montana  Codes  Annotated  account  was  originally  started  with  seed 
funds  of  $426,151  from  the  general  fund.  Over  the  past  four  years,  the 
account     has     become     self     sufficient,      with     revenues     exceeding     expenditures. 
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CONSUMER   COUNSEL 


Budget   Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 

Funding 

State  Special  Revenue 


HB   500 

4.25 

$192,134 

704,436 

1,000 

$897^570 


$897^570 


Fiscal   1987 
HB   30 


4.25 


£852^691 


£852^691 


Difference 


0.00 


$192,134 

$   -0- 

659,557 

44,879 

1,000 

-0- 

$44^879 


$44^879 


-   SPECIAL   SESSION   III   ACTION 

G.F.        .._.____._.__  Fiscal  1987 
%   Cut        General  Fund      Other  Funds 


Across-the-Board  Cuts  -  HB  30    $  -0- 


S   -0- 


$44,879 


Total 


$44,879 


Agency 
%  Cut 

5.0 


ACROSS-THE-BOARD   CUTS 

The  Consumer  Counsel  operating  expenses  were  reduced  $44,879  in  the  area 
of  contract  services  for  consultants  and  expert  witness  fees.  The  $100,000  line 
iter)  appropriation  for  expert  witness  fees  was  not  reduced.  The  reduction  had 
no  effect  on  the  general  fund. 
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ENVIRONMENTAL  QUALITY   COUNCIL 


I'.udget   Item 

FTE 

Persona]   Services 
Operating  Expenses 

Total  Expenditures 

Fxinding 

General  Fund 


HB   500 

6.25 

$168,299 
64,028 

$232.327 


^232^321 


Fiscal  1987   - 
HB   30 

6.25 

$168,299 
52,389 

$22(L688 


$220^688 


Difference 

0.00 

$     -0- 
11,639 

$1I_.639 


$I1_.639 


Across-the-Board   Cuts    -    HB   30 


SPECIAL   SESSION   HI   ACTION 

G.F.        _________  Fiscal  1987 

%   Cut        General  Fund      Other  Funds 


5.0 


$lli639_ 


-0- 


Total 


$11,639 


Agency 
X   Cut 

5.0 


ACROSS-THE-BOARD   CUTS 

Rent  paid  to  the  Department  of  Administration  was  reduced  by  $5,039. 
Legislative  and  stafi  travel  was  reduced  by  $3,000.  Contract  services  for  interns 
during  the  regular   session   was   reduced  by  $3,600. 
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JUDICIARY 


Budget  Item 
FTE 


HB   500 


91.0 


Fiscal   1987 
HB   30 

91.0 


Difference 


0.00 


Personal  Services 

$3,528,273 

$3,498,273 

$   30,000 

Operating  Expenses 

1,032,235 

954,001 

78,234 

Equipment 

218,878 
$4^779^386 

218,878 
$4^671^152 

-0- 

Total  Expenditures 

$I0iL2_34 

funding 

Ceneral  Fund 

$4,159,488 

$4,107,347 

$   52,141 

State   Special  Revenue 

619,898 

563,805 

56,093 

Total  Funding 

$4^779^386 

$±1671J.15_2 

$IQiL2!i4 

SPECIAT    SESSION   III 

ACTION 

C.F. 
%  Cut 

General    Fund 

-    -    Fiscal    1987    -    - 
Other   Funds 

Total 

Agency 
%  Cut 

Across-the-Board  Cuts   -   HB 

30 

1.3 

$52,141 

$56,093 

$108,234 

Zzl 

ACROSS-THE-BOARD 

CUTS 

The  1  percent  general  fund  reduction  consists  of  $30,000  in  personal 
services  by  leaving  1.0  FTE  financial  budget  officer  position  vacant  ;um1  a  $22,141 
cut   for  dues  to  the  National  Center  for   Courts. 

The  10  percent  reduction  in  other  funds  consists  of  $28,637  for  contract 
services  in  the  Water  Courts  for  court  reporting  services  and  a  $27,456  reduction 
in  the  Law  Library  for  Westlaw. 
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GOVERNOR'S   OFFICE 


Budget   Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Operating   Costs 
Non-Operating  Costs 

Total  Expenditures 

Funding 

General   Fund 
Federal  Revenue 
Proprietary 

Total  Funding 


HE   500 

63.08 

$1,962,237 

1,126,492 

4,200 

$3,092,929 
73,750 

$3^166^679 


$2,320,220 

772,709 

73,750 


Fiscal  1987 
HB   30 

63.08 


$2,953,917 
73,750 

$3^027^667 


$2,181,208 

772,709 

73,750 

$.3^.027^667 


Difference 


0.00 


$1,888,589 

$   73,648 

1,061,128 

65,364 

4,200 

-o- 

$139,012 
-0- 

11390.012 


$139,012 
-0- 

-0- 

$.139^012 


or  nv_. 

G.F. 

%  Cut 

Across-the-Board  Cuts   -   HB  30 

-0- 

Policy  Issues 

A.      Coal    Tax   Lobby   Fund 

-0- 

Budget  Amendment 

SPECIAL   SESSION   III   ACTION   -   - 

_ Fiscal  1986 

Ceneral  Fund      Other  Funds 


Total  Changes  Fiscal  1986 


-0- 


$    992 
29,137 


S   -0- 

-0- 

<~21,000) 

5(21,000) 


Total 

5    992 

29,137 
(21,000) 


$__9i129_ 


Agency 
%   Cut 


-0- 


Across-the-Board  Cuts  -  HB  30     4.0 
Other  Changes 

A.   Language  -  Flathead  Basin 

Commission  Bienniuin  Appropriation 
Pol  i cv  1  ssues 

A.   Coal  Tax  Lobby  Fund         I  .  1 


Total  Changes  Fiscal  1987 


6.0 


$113,512 


25,500 


$139^012 


Fiscal  1987 
-0- 


$113,512 


2  5,500 


$139i012_ 


3.6 


0.8 
4.4 


ACROSS-THE-BOARD   CUTS   FISCAL   1986 


The    Flathead    Basin    Commission    Appropriation    was    reduced    by    $992    in   fiscal 


1986. 
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ACROSS-THE-BOARD   CUTS   FISCAL   1987 

In  the  Executive  Office  Program,  two  positions  were  left  vacant  and  phone, 
postage,  and  copying  expenses  were  reduced,  saving  $36,334.  Dues  budgeted  for 
payment  to  the  Western  Governor's  Association   were  cut  by  $15,000. 

The  aging  coordinator's  travel  was  reduced  by  $350. 

In  the  Mansion  Maintenance  Program,  a  maintenance  position  budgeted  at  .50 
FTE  will  be  filled   at    .25   FTE,    saving  $4,540  of  general  fund. 

In  the  Air  Transportation  Program,  a  reduction  in  aircraft  maintenance  ex- 
penses will  save  $3,259. 

The  Board  of  Visitors  reduced  the  number  of  facility  reviews  to  five  and  re- 
views of  the  mental  health  centers  will  be  conducted  biennially.  Contract  services 
were  reduced  and  board  meetings  were  reduced  by  one  per  year.  The  total 
effect  of  these  reductions  is  $6,430. 

In  the  Office  of  Budget  and  Program  Planning,  a  1.0  FTE  was  left  vacant, 
saving  $35,766. 

In  the  Lieutenant  Governor's  Office,  travel  was  reduced  by  $3,633,  contract 
services  by  $7,700,    and  other  expenses  by  $500. 

OTHER   CHANGES   -   LANGUAGE   -   FLATHEAD   BASIN    COMMISSION 

The  Governor's  Office  told  the  legislature  that  it  was  their  intent  during  the 
1985  session  that  the  general  fund  appropriation  of  $38,698  for  the  Flathead  Basin 
Commission  be  a  biennial  appropriation.  Language  was  approved  in  Special 
Session  III  making  the  appropriation  a  biennial  appropriation. 

POLICY   ISSUE   A:      COAL   TAX   LOBBY   FUND 

The  Legislature  reduced  the  coal  tax  lobby  fund  by  $54,637  leaving  $24,500 
with  which  to  operate  through  September  30,  1986.  Included  in  this  reduction  is 
the  $29,137  balance  of  the  1985  biennium  appropriation  for  the  coal  tax  lobby,  and 
$25,500   from   the   $50,000   appropriated   for   fiscal   1987. 

BUDGET   AMENDMENTS 

House  Bill  21  increased  the  Governor's  Office  Executive  Program  budget  for 
fiscal  1986  by  $21,000  of  federal  funds  from  the  U.  S.  Department  of  Education 
for  the  statewide  Client  Assistance  Program.  The  funds  will  allow  continuation  of 
a  program  that  assists  handicapped  individuals  and  informs  them  of  their  rights 
and   benefits  in  connection   with   Vocational   Rehabilitation   Services. 
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SECRETARY  OF   STATE 


Budget   Item 


FTE 


HB   500 


31.5 


Fiscal  1987 
HB   30 

31.0 


Difference 


0.5 


Personal  Services 

$      655,780 

$     649,836 

$   5,944 

Operating  Expenses 

477,883 

475,713 

2,170 

Equipment 

-o- 

-0- 

-0- 

Total  Operating   Costs 

$1  ,133,663 

$1,125,549 

$   8,114 

Non-Operating   Costs 

80,600 

30,000 
$1^.155^549 

50,600 

Total  Expenditures 

$1.214.263 

$58^714 

Funding 

General  Fund 

$      890,873 

$      848,329 

$42,544 

State  Special 

323,390 

307,220 

16,170 

Total  Funding 

$1^214^263 

ila.155j.549 

158^714 

SPI 

G.F. 

ICIAL   SESSION   III 

A  P  T  T  C\  KT 

t\  Kj  1  1  \J  In 

Agency 

% 

Cut 

Ceneral 

Fund 

Other   Funds 

Tot 

:al 

%  Cut 

Across-the-Board  Cuts   -   MB 

30 

-0- 

$    2 

,000 

-0- 

$   2, 

,000 

-o: 

Across-the-Board   Cuts   -    MB 

30 

4.8 

$42 

.544 

$16jl70 

$58j 

,714 

4J5 

ACROSS-THE-BOARD 

CUTS 

FISCAL   1986 

The  biennial  equipment  appropriation  of  $2,000  was  eliminated. 


ACROSS-THE-BOARD   CUTS    FISCAL   1987 

A  data  entry  operator  in  the  Corporations  Bureau  will  be  left  vacant.  The 
position  will  be  filled  only  during  the  period  from  January  through  -Tune  each 
year  when  corporate  annual  reports  are  processed. 

Local  assistance  payments  were  reduced.  The  last  legislature  authorized  a 
central  filing  system  for  liens  covering  agricultural  products.  Part  of  this  new 
law  requires  that  the  Department  of  Revenue  send  a  copy  of  financing  and 
continuation  statements  to  the  clerk  and  recorder  in  the  county  of  the  debtor's 
residence.      It    also    requires    that    the    Secretary   of   State    pay    the    county    for   this 
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filing.  At  the  time  budget  estimates  for  this  program  were  prepared,  anticipated 
filings  were  22,000  documents  with  the  counties  at  a  filing  fee  of  $2  per 
document.  More  recent  information  suggests  an  overestimate  on  the  number  of 
document  filings.  Therefore,  the  department  docs  not  anticipate  any  operational 
impact  from  this  reduction. 

Micrographics  was  reduced.  The  estimate  of  the  number  of  ag  lien  lenders 
who  will  file  during  fiscal  1987  was  revised  downwards.  Micrographics  ex- 
penditures depend  directly  on  document  volume.  Therefore,  the  department  does 
not  anticipate  any  operational  impact  from  this  reduction. 

The  Montana  Administrative  Procedures  Act  provides  that  the  Secretary  of 
State  supply  copies  of  the  Register  and  ARM  updates  to  a  variety  of  local,  state, 
and  federal  government  offices.  Section  2-4-312(2),  MCA,  states  that  the  cost  of 
these  "free"  subscriptions  "must  be  paid  by  appropriation  from  the  general  fund." 
In  fiscal  1987,  the  legislature  appropriated  $36,600  to  cover  the  costs  of  these 
subscriptions.  In  Special  Session  III,  the  legislature  eliminated  this  transfer  from 
the  general  fund  to  the  state  special  revenue  fund.  Therefore,  the  Secretary  of 
State  will  have  to  rely  on  existing  cash  balances  to  pay  for  these  subscriptions. 
Although  this  will  preclude  an  anticipated  reduction  in  subscription  rates  and 
agency  filing  fees,  the  office  doesn't  anticipate  any  short-run  operational  impact. 
Elimination  of  this  transfer  in  years  after  fiscal  1987  as  a  longer-run  budget 
reduction  measure  would  necessitate  increased  agency  filing  fees  to  offset  the  cost 
of  these  "free"  copies. 
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COMMISSIONER   OF  POLITICAL   PRACTICES 


Budget   Item 

FTE 

Personal  Services 
Operating  Expenses 

Total  Expenditures 

Funding 

General  Fund 
State  Special 

Total  Funding 


IIP   500 

4.75 

$124,136 
16,633 

$140^769 


$139,769 
1,000 

$140^769 


Fiscal   1987   - 
HB    30 

4.75 

$117,148 
16,583 

1133^731 


$132,781 
950 

$.133^731 


Difference 

0.00 

$6,988 
50 

$1^038 


$6,988 
50 

$.7^038 


Across-the-Board   Cuts    -    HB   30 


SPECIAL   SESSION   III   ACTION   - 
G.F.  ---------   Fiscal   1987 

%   Cut        General  Fund      Other  Funds 


5.0 


$6^988 


$50 


Total 


$7.2.038 


Agency 
%   Cut 

5.0 


ACROSS-THE-BOARD   CUTS 

The    general    fund    reduction    will    be    accomplished    by    holding    a    secretarial 
position  vacant  for  part  of  the  year. 
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STATE   AUDITOR 


Budget  Item 
FTE 


HB   500 


59.5 


Fiscal  1987 
HB   30 

59.5 


Difference 


0.00 


Personal  Services 

$1,367,738 

$1,325,271 

$   42,467 

Operating  Expenses 

855,279 

778,043 

77,236 

Equipment 

91  ,000 
$2^.314^017 

91,000 
$2^194^.314 

-0- 

Total  Expenditures 

$119^703 

Funding 

General  Fund 

$1,091,243 

$1  ,036,681 

$   54,562 

State  Special 

1,222,774 

1,157,633 

65,141 

Total  Funding 

$2^314^017 

$2^194^314 

$119^703 

SPECIAL   SESSION   III 

A  PTTHM 

i\  Vy  1   1 U  IN 

Agency 

%  Cut 

General    Fund 

Other  Funds 

Total 

%  Cut 

Across-the-Board  Cuts   -   HB 

30 

5^0 

55^62 

$65.2.141 

$119^703 

5L2 

ACROSS-THE-BOARD 

CUTS 

All  budget  reductions  in  the  general  fund  are  in  the  Central  Management  and 
Audit  Department.  Personal  services  were  reduced  by  $42,467  and  will  be 
achieved  by  not  using  the  additional  money  appropriated  for  the  reorganization  of 
the  office  as  the  reorganization  was  accomplished  without  the  need  of  additional 
funds.  The  balance  of  the  general  fund  reduction  of  $12,095  will  be  a  cost 
reduction  of  computer  services  for  the  Payroll  Personnel  Position  (PPP)  control 
system.      Enhancements  and  special  reports  from  the  PPP  system  will  be  reduced. 

The  budget  reductions  in  the  state  special  revenue  fund  are  in  the  Audit, 
Insurance,  and  Securities  Programs.  In  the  Audit  Program,  $36,969  was  cut  from 
computer  services  for  the  PPP  system.  In  the  Insurance  Program,  travel  was 
reduced  by  $15,000  and  contract  services  by  $8,672.  In  the  Securities  Program, 
travel  was  reduced  by  $3,000  and  contract  services  by  $1,500.  Spending 
reductions  in  the  Insurance  and  Securities  Programs  have  a  direct  general  fund 
impact,  as  unobligated  cash  balances  remaining  in  these  funds  at  fiscal  year-end 
are  transferred  to  the  general  fund. 
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DEPARTMENT   OF  JUSTICE 


Budget  Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 

Funding 

General  Fund 
State  Special 
Federal  Special 
Other 

Total  Funding 


IIB   500 

549.35 

$15,040,028 
5,173,570 
1,208,152 

$21^.421^750 


$   9,544,705 

10,623,747 

822,730 

430,508 

$21J.421J.750 


Fiscal  1987  - 
HB    30 

542.35 

$14,106,217 

4,874,561 

683,606 

$19^664^384 


$  5,194,967 

13,216,179 

822,730 

430,508 

$19^664^384 


Difference 

7.00 

$  933,811 
299,009 
524,546 

$_1J.757J.366_ 


$  4,349,798 
(2,592,432) 
-0- 
-0- 

$_1J.157J.366_ 


SPECIAL   SESSION   III   ACTION 


G.F. 

%   Cut 


General  Fund 


Fiscal  1986 
Other  Funds 


Total 


Agency 
%   Cut 


Policy  Issues  -  HB  30 

A.  Indian  Legal  Juris  l tic- 1  ion        -0- 
Budget  Amendment  -  HB  2] 

Total  Changes  FY  86  -0- 


Across-the-Board  Cuts  -  HB  30        2.1 
Policy  Issues 

B.  Patrol  Cars  -0- 

C.  Funding  Switch  -  Highway  Patrol  32.3 

D.  Funding  Switch  -  Deputy  County 
Attorney  Payroll  6.9 

E.  Narcotics  and  Stolen  Property    4.3 
Budget  Amendments  -  HB  21 


Total  Changes 


45.6 


$118,551 


-0- 

$(30,964) 


$118,551 
(30,964) 


$118,551 

$(30^964) 

$  87^587 

$   195,780 

$    240,315 

$ 

436,095 

-o- 

250,000 

250,000 

3,082,747 

(3,082,747) 

-0- 

662,312 

-0- 

66?., 312 

408,95<i 

-o- 

408,959 

(64,000) 
$(2^656^32) 

S3 

(64,000) 

$4i349i798 

,693,366 

-0- 


2.0 

1.2 
-0- 

-0- 
1.9 


7.9 


ACROSS-THE-BOARD   CUTS 

The  across-the-board-cuts  are  discussed  by  program, 
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Legal  Services 

Personal  services  are  reduced  $10,256.  A  .50  FTE  secretary  will  be  left 
vacant  for  the  entire  fiscal  year.  A  1.0  FTE  attorney  position  will  be  left  vacant 
for  three  months. 

Operating  expenses  are  reduced  $35,077,  including  $20,000  designated  for 
multi-district  case  assessments  in  anti-trust  cases.  There  will  be  no  assessments 
for  fiscal  1987  as  the  Attorney  General  has  extricated  the  state  from  all 
multi-district  cases  it  was  previously  party  to.  The  additional  reductions  in 
operating  expenses  are  in  contract  services,  including  Westlaw  research, 
continuing  legal  education,    and  travel. 

Driver  Services   Bureau 

Personal  services  are  reduced  $68,675.  Headquarter  and  field  staff  will  be 
reduced,  including  examiner  and  clerical  positions.  The  planned  reductions  will 
affect  the  Billings,  Great  Falls,  Missoula,  Bozeman,  Deer  Lodge,  and  Libby  areas, 
with  some  secondary  impact  on  adjacent  stations. 

Operating  expenses  are  reduced  $21,500.  Printing  of  driver  license  and 
motorcycle  manuals  will  be  delayed  and  "hot  line"  phones  for  exam  stations  will  be 
removed.  Large  motor  vehicle  registration  customers  will  be  converted  to  "tape  in 
tape  outs",  reducing  postage  expenses  for  motor  vehicle  checks  for  insurance 
companies . 

Equipment  is  reduced  $16,000.  The  purchase  of  two  Driver  Services  Bureau 
vehicles  will  be  delayed  and  two  old  highway  patrol  vehicles  used  as 
replacements. 

Motor  Vehicle   Registration 

Personal  services  are  reduced  $33,212  and  will  be  achieved  through  forced 
vacancies.  Seasonal  workload  may  result  in  a  moratorium  on  personalized  plate 
processing  and  dealer  inspections. 

Operating  expenses  are  reduced  $51,500.  Reductions  are  made  in  printing, 
postage,  microfilm  services,  phone  lines,  and  data  processing  rent.  If  necessary, 
mail  renewal  notices   will  be  discontinued. 

Equipment  is  reduced  $15,000.  Reductions  will  delay  all  equipment 
purchased  until  the  next  biennium. 
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Law  Enforcement  Network 

Personal  services  are  reduced  $9,607.  A  5  percent  cut  in  the  highway  state 
special  revenue  fund  will  require  a  .25  FTE  reduction.  This  will  be  accomplished 
by  reducing  the  24  hour  service  at  the  Glendive  Patrol  Communications  Center. 
A  5  percent  reduction  in  general  fund  for  personal  services  will  require  a  .  35 
FTE  reduction  in  the  Helena  Patrol  Communications   Center. 

Operating  expenses  and  equipment  are  reduced  $27,700.  The  Criminal 
Justice  Information  Network  (CJIN)  will  reduce  the  number  of  hours  the  toll  free 
telephone  service  is  available  to  users  and  will  review  consolidation  of  more 
network  lines.  Alternatives  to  on-site  training  for  CJIN  users  will  be  developed 
and,  when  travel  is  required  for  training,  regional  or  area-wide  classes  will  be 
considered.  Equipment  required  to  add  new  users  to  the  system  will  be 
purchased  only  if  funds  are  available. 

Law  Enforcement  Academy 

Personal  services  are  reduced  $5,035.  A  legal  instructor  position  will  be  left 
vacant  36  weeks,  reducing  the  number  of  legal  schools  and  requiring  additional 
expenditures  from  contract  services  for  consultant  instructors. 

Operating  expenses  are  reduced  $21,595  resulting  in  fewer  courses  in  the 
special  school  programs  and  regional  training  programs. 

Equipment  is  reduced  $3,000.  The  reduction  in  equipment  will  mean  the 
equipment  replacement  schedule  will  have  to  be  adjusted. 

Fire  Marshall 
Personal  services   are  reduced  $12,034.      A   deputy  state  fire  marshal  position 
will  be  vacant  for  19  weeks. 

Operating  expenses  are  reduced  $4,540  to  reflect  the  vacant  position. 

Identification 
Personal  services   are  reduced   $12,135.      A   grade   6   fingerprint   clerk  position 
will  be  vacant  for  the  entire  fiscal  year. 

Criminal  Investigation 
Operating  expenses   are   reduced   $11,846  including  supplies   by  $3,553,   travel 
by  $7,107,    and  repair  and  maintenance  by  $1,186. 
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Central  Services 
Equipment  is  reduced  $18,869.  The  5  percent  reduction  will  be  accomplished 
by  decreasing  the  insurance  reimbursement  account,  which  receives  insurance 
refunds  and  payments  for  damaged  equipment  during  the  fiscal  year.  The 
appropriation  is  only  used  to  offset  replacement  costs  of  equipment  replaced  by 
insurance. 

Data  Processing 

Personal  services  are  reduced  $8,094.  A  grade  16  programmer  analyst 
position  will  be  open  for  15   weeks. 

Operating  expenses  and  equipment  are  reduced  $3,700.  The  5  percent 
reduction  will  limit  travel  for  maintenance  and  continuing  education  for 
programmers. 

Equipment  is  reduced  $4,000.  An  authorized  personal  computer  will  not  be 
purchased. 

Transportation  of  Prisoners 
Operating     expenses     are     reduced     $8,340.        The     cost     of     extraditing     and 
transporting   prisoners   is    always   unknown   from   year  to  year.      In   the   past,    there 
have  been  cost  overruns  in  some  years  and  reverted   funds  in  others. 

Forensic   Science 

Personal  services  are  reduced  $4,594.  One  of  the  two  chemist  positions  will 
be  vacant  for  10  weeks. 

Equipment  is  reduced  $29,286.  The  division  was  budgeted  to  purchase  a 
replacement  automobile  at  $9,286  and  a  replacement  gas  chromatograph  at  $20,000. 
The  gas  chromatograph  is  used  in  the  toxicology  section  to  analyze  for  the 
presence  of  drugs  and  pesticides  in  cases  involving  coroners. 

POLICY   ISSUE   A:      INDIAN   LEGAL  JURISDICTION 

The  Indian  Legal  Jurisdiction  Program  provides  coordination  of  trial  and 
appellate  lawsuits  involving  the  State  of  Montana  and  the  Indian  tribes,  provides 
legal  services,  and  supervises  private  attorneys  contracted  by  the  state  to  assist 
with  those  cases.  A  line-item  general  fund  biennial  appropriation  of  $400,000  for 
legal    fees    and   court    costs   was   approved    for   the    1987    biennium.      The   department 


-62- 


anticipates  there  will  be  a  $369,476  balance  in  the  appropriation  starting  fiscal 
1987.  Estimated  expenses  for  fiscal  1987  are  $250,925.  Therefore,  the 
appropriation  was  reduced  by  $118,551. 

POLICY   ISSUE   B:      PATROL   CARS 

The  equipment  budget  for  new  patrol  cars  was  reduced  by  $250,000,  leaving 
funding  for  67  new  cars  in  fiscal   1987. 

POLICY   ISSUE   C:      FUNDING   SWITCH   -   HIGHWAY   PATROL 

In  the  Highway  Patrol  Program,  all  civilian  personal  services,  equipment, 
and  operating  costs  are  funded  with  general  fund.  Personal  services  of 
uniformed  highway  patrol  officers  are  paid  from  the  highway  special  revenue 
account.  The  legislature  switched  these  general  fund  expenditures  to  the  state 
special  revenue  fund,    reducing  the  general  fund  by  $3,082,748. 

Funding  all  program  expenses  with  earmarked  highway  revenue  allows  the 
flexibility  to  use  operating  expense  savings  to  offset  a  portion  of  the  vacancy 
savings  required  in  uniformed  officer  personnel  costs. 

POLICY   ISSUE   D:      FUNDING   SWITCH   -   DEPUTY    COUNTY   ATTORNEY   PAYROLL 

The  County  Attorney  Payroll  Program  provided  state  funding  for  the  salaries 
of  county  attorneys  and  one-half  the  salary  of  no  more  than  two  deputy  county 
attorneys  per  county.  Senate  Bill  7  amended  the  statute  that  required  the  state 
general  fund  to  pay  for  deputy  county  attorney  salaries.  The  bill  also  requires 
that  the  fees  and  fines  that  were  supporting  the  program  in  fiscal  1986  be 
deposited  to  the  county  or  city  general  fund.  House  Bill  500  contained  language 
appropriating  $752,312  in  fiscal  1987  for  deputy  county  attorney  salaries. 
Anticipating  passage  of  Senate  Bill  7,  the  legislature  deleted  all  but  $90,000  for  a 
pay  raise  granted  part-time  county  attorneys.  Language  was  added  to  House  Bill 
30  to  provide  funding.      The  language  is  as  follows: 

"If  Senate  Bill  7  passes,  item  9  shall  be  increased  by  no  more  than  $90,000 
in  general  fund  in  fiscal  1987." 

POLICY   ISSUE   E:      NARCOTICS   AND   STOLEN   PROPERTY 

The  1985  legislature  approved  an  expansion  of  the  Criminal  Investigators 
Program,  adding  7.0  FTE  and  $408,959  in  general  fund  monies  to  provide 
undercover     investigation     into     stolen     property     and     illegal     drug     cases.        The 
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Department    of    Justice    has    not    begun    the    hiring    process    for    the    7    new     FTE 
authorized  for  fiscal   1987.      The  legislature  deleted  the  program  for  fiscal  1987. 

BUDGET   AMENDMENTS 

House  Bill  21  increased  the  following  programs   for  budget  amendments. 

Agency  Legal  Services  -  $30,964  proprietary  fund  for  fiscal  1986.  The 
bureau  has  experienced  a  deficit  in  personal  services  due  to  the  vacancy  savings 
applied  to  the  program  and  the  payout  of  termination  funds  for  employees  who 
have  resigned.  The  bureau  has  also  experienced  additional  costs  of  consultants 
who  must  be  retained  in  the  preparation  of  legal  cases. 

Highway  Patrol  -  $49,000  federal  funds  for  fiscal  1987.  Authority  was 
granted  to  purchase  49  traffic  radar  detectors.  The  radar  units  will  enable  the 
highway  patrol  to  increase  speed  enforcement  activites  on  thn  interstate  and  state 
highway  systems.  Malfunctioning  and  less  accurate  radar  detectors  will  be 
replaced  by  this  equipment. 

Criminal  Investigation  -  $15,000  federal  funds  for  fiscal  1987.  Federal  funds 
of  $75,000  were  approved  for  the  Marijuana  Eradication  Program.  The  purpose  of 
this  program  is  to  locate  and  eradicate  illicit  domestic  marijuana  fjelds  and 
investigate  and  prosecute  these  cases  before  the  courts  of  the  United  States  and 
the  State  of  Montana. 

LEGISLATION 

Senate  Bill  7  amended  the  statute  that  required  the  state  general  fund  to 
pay  for  no  more  than  two  deputy  county  attorney's  for  each  county.  This  bill 
was  the  enabling  act  that  allowed  the  reduction  to  the  general  fund  explained  in 
Policy  Issue  D. 
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HIGHWAY   TRAFFIC 

SAFETY 

Budget  Item 

HB   500 

HB   30 

Difference 

FTE 

8.5 

8.5 

0.00 

Personal  Services 

$      247,277 

$      247,277 

$   -0- 

Operating  Expenses 

204,350 

200,815 

3,535 

Total  Operating  Costs 

$      451,627 

$      448,092 

$3,535 

Non-Operating  Costs 

1,100,000 
$1,551^627 

1,100,000 
I1j.548j.092 

-0- 

Total  Expenditures 

$3,535 

Funding 

State  Special 

$       70,691 

$        67,156 

$3,535 

Federal  Revenue 

1,480,936 
£1.5.51.6.21 

1,480,936 
$1.5.48.0.92 

-0- 

Total  Funding 

$3,535 

-   -   SPECIAL   SESSION 

TTI 

ACTION 

C.F. 

•   -   -   Fiscal   1987    -   - 

Agency 

X  Cut 

General   Fund 

Other  Funds 

Total 

%  Cut 

Across-the-Board   Cuts   -   HB 

30            -0- 

-0- 

$   3,535 

S   3,535 

0.2 

Budget  Amendment    -   HB  21 

-0- 

-0- 

(5,000) 

(5,000) 



Total   Changes 

-o- 

-0- 

$(1,465) 

$(1,465) 

Ill 

ACROSS-THE-BOARD 

CUTS 

The  5  percent  reduction  is  in  the  highway  state  special  revenue  account. 
The  highway  account  pays  50  percent  of  the  planning  and  administrative  program 
costs  with  the  other  50  percent  paid  by  federal  matching  funds.  Federal 
administration  funds  that  are  not  used  can  be  used  for  grants  which  do  not 
require  a  state  match. 

BUDGET   AMENDMENT 

The  1985  Legislature  granted  a  continuing  appropriation  to  allow  the  expend- 
iture of  $125,300  for  an  Occupant  Restraint  and  Anti-drinking/ driving  Public 
Information  Campaign.  According  to  the  federal  rules,  until  this  money  was 
spent,  it  had  to  be  in  a  separate  interest  bearing  account,  allowing  interest 
earnings  to  accumulate.  This  budget  amendment  allows  the  use  of  $5,000  of  these 
interest  earnings  for  radio  and  television  ads  addressing  the  same  issues. 
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BOARD  OF   CRIME   CONTROL 


Budget  Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 

Funding 

General  Fund 
Federal  Revenue 

Total  Funding 


Across-the -Board  Cuts  -  HB  30 
Budget  Amendment  -  HB  21 

Total  Changes 


-  Fiscal  1987   - 

HB   500 

HB   30 

Difference 

14.0 

14.0 

0.00 

$401,287 

$384,687 

$16,600 

166,797 

159,093 

7,704 

500 

500 
$544^280 

-0- 

$568^584 

$24^304 

$486,084 

$461,780 

$24,304 

82,500 

82,500 
$544^280 

-0- 

$568^584 

$24^.304 

SPECIAL   SESSION   III 

A  PTIflM 

ALllUN 

Agency 

%  Cut                   General   Fund 

Other   Funds 

Total 

X  Cut 

5.0                         $24,304 

-0- 

$24. 

,304 

4.3 

-0-                              -0- 

$(5,645) 

(5. 

,645) 

5^0                         $24^304 

5(5^645) 

$18i659_ 

3.3 

ACROSS-THE-BOARD   CUTS 

A  statistical  clerk  positon  will  be  left  vacant ,  reducing  personnel  services  by 
$16,600.  This  position  was  one  of  two  which  function  as  a  "support  pool"  to 
process  secretarial  work  for  six  standing  committees  and  data  entry  for  udult  and 
juvenile  arrest  and  offense  data. 

Travel  costs  were  decreased  $3,500  in  two  areas:  1)  travel  for  technical 
assistance  to  local  agencies  was  reduced;  and  2)  the  number  of  meetings  of  the 
Peace  Officers'  Standards  and  Training  Council  was  reduced  from  four  to  two  per 
year.  Certification  of  peace  officers  by  the  council  will  be  changed  from  a  quar- 
terly to  a  semi-annual  basis. 

The  agency  has  a  fiscal  1987  budget  of  $30,000  for  contract  services, 
including  $20,000  for  data  entry  of  arrest  and  offense  data  and  $10,000  for  print- 
ing and  other  costs.  The  legislature  reduced  $4,204  from  this  area.  The  agency 
had   expressed   concern   that   the   reduction  could   result   in  incomplete   participation 
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in  the  National  Crime  Reporting  System.  A  scheduled  conversion  in  August  1986, 
of  the  Uniform  Crime  Reporting  System  to  automated  entry  of  data  by  local  lav; 
enforcement  agencies  should,  however,  significantly  reduce  data  entry 
requirements  at  the  state  level  and  lessen  the  impact  of  cut-backs  in  contract 
services. 

BUDGET   AMENDMENTS 

House  Bill  21  contains  approval  for  four  budget  amendments  approved  in 
fiscal  1986  to  continue  into  fiscal  1987.  (This  continuation  was  necessary  because 
the  grants  on  the  federal  fiscal  year-end  is  September  30,  1986.)  These  budget 
amendments  for  federal  funds  are: 

1.  Statewide  jail  information  -  $8,819. 

2.  Youth  services  reorganization  -  $23,063. 

3.  Juvenile  policy  and  development  -  $6,786. 

4.  Juvenile  justice  information  system  enhancement   -  $8,383. 

In  addition  to  the  youth  service  reorganization  continuing  appropriation  of 
$23,063,  additional  authority  of  $5,645  was  added  in  fiscal  1987  to  help  finish  the 
project. 
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DEPARTMENT   OF   REVENUE 

Fiscal  1987   - 

Budget  Item 

HB   500 

I1B   30 

Difference 

FTE 

798.47 

770.97 

27.5 

Personal  Services 

$16,212,097 

$15,688,796 

$523,301 

Operating  Expenses 

4,317,507 

4,007,978 

309,529 

Equipment 

182,609 

162,773 

19,836 

Total  Operating  Costs 

$20,712,213 

$19,859,547 

$852,666 

Non-Operating  Costs 

160,000 

120^212^213 

160,000 
$20^(119^541 

-0- 

Total  Expenditures 

$852^fifi6 

Funding 

General  Fund 

$17,763,739 

$16,959,186 

$804,553 

State  Special 

915,168 

867,055 

48,113 

Federal  Special 

1,541,867 

1,541,867 

-o- 

Other 

651,439 
$20^872^213 

651,439 
$20^019^541 

-o- 

Total  Funding 

$.852^666 

SPECIAL   SESSION 

TTT      A  f  TIOM     . 

Ill     /VLy  1  1U1N 

Agency 

%  Cut                   General 

Fund 

Other  Funds 

Total 

%  Cut 

Across-the-Board  Cuts   -    HB 

30              4.3                       $    759, 

,324 

$48,113 

$   807, 

,437 

3.9 

Policy  Issues    -  HB   30 

A.      FTE  Reduction 

0.7                            129. 

,380 

-0- 

L29 

,380 

0.6 

B.      Property  Reappraisal 

(84 

,151) 

-0- 

(84, 

,151) 

-0- 

Other   Changes   -   HB   10 

A.      Language   -   Liquor   Div 

■  i  s  ion 

Total   Changes 

4^5                         $804,553 

$48,113 

$852 

,666 

4a 

ACROSS-THE-BOARD 

CUTS 

The  5  percent  cuts  are  discussed  by  program. 

Director's  Office  —  $29,700 
Vacancy   savings   will  be   generated   by   continuing  to  leave   a    .5   FTE   training 
officer  position  and  a  1.0  FTE  secretary  position  vacant  for  the  entire  fiscal  year, 
and     by     reducing     operating     expenses     paid     to     Department     of     Administration 
proprietary  fund  accounts. 
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Centralized  Services  —  $54,400 
Vacancy   savings   will  be   generated  by   holding  a   1.0    FTE   accounting  position 
and  a  1.0   FTE  payroll  specialist   position  vacant  for  the  entire  fiscal  year,   and  by 
reducing    operating    expenses    paid    to    Department    of    Administration    proprietary 
fund  accounts. 

Research  and  Information  —  $44,900 
Vacancy  savings  will  be  generated  by  eliminating  1.0  FTE  and  reducing 
operating  expenses  paid  to  Department  of  Administration  proprietary  fund 
accounts.  The  eliminated  position  performs  administrative  and  computer  operating 
functions  which  can  be  reassigned  to  other  division  staff  functions  without  major 
disruption  in  the  Operations  Bureau. 

Investigation  and  Enforcement  —  $45,200 
Reductions  will  be  achieved  by  forcing  vacancy  savings  and/or  eliminating 
positions  in  all  areas  of  the  division.  As  positions  become  vacant  they  will  be  left 
unfilled  either  longer  than  normal  or  permanently  in  order  to  generate  a  $40,300 
savings.  An  additional  $4,900  reduction  will  be  obtained  through  expenditure 
reductions  paid  to  Department  of  Administration  proprietary  fund  accounts. 

Income  Tax  —  $139,700 
Contract  services  can  be  substantially  reduced  as  a  result  of  lower  than 
anticipated  computer  processing  rates,  efficiencies  gained  due  to  the  imple- 
mentation of  the  short  form  return,  and  38  percent  fewer  refund  notifications 
than  originally  projected.  The  remaining  reductions  will  come  as  a  result  of 
reducing  administrative  travel,  eliminating  equipment  purchases,  and  reducing 
operating  expenses  paid  to  Department  of  Administration  proprietary  fund 
accounts. 

Natural  Resource  and   Corporation   Tax  —  $29,000 
The    reductions    taken    are   primarily   in    audit   travel,    with    $4,000    in    expend- 
iture reductions  to  proprietary  fund  accounts.      The  department  says  it  is  possible 
to  make  these  reductions   by: 

-  increasing  efforts  to  prioritize  all  audits  and  to  conduct  only  those  audits 
in  fiscal   1987  which  have  the  highest  priority, 

-  obtaining  statute  waivers  to  extend  the  statute  of  limitations  on  audits, 

-  conducting  as  much  audit  work  as  possible  in  the  office,    and 

-  reducing  or  eliminating  administrative  travel. 

-69- 


Travel  expenses  can  be  reduced  by  $25,000  and  still  remain  at  the  fiscal 
1986  level  of  audit   activity. 

Property  Assessment   --   $357,062 

Vacancy  savings  of  $214,400  will  be  generated  by  eliminating  15  county  FTE 
positions.  This  reduction  will  be  made  possible  through  reorganization  at  the 
county  level  reducing  duplication  of  effort  between  the  assessors  and  appraisers' 
offices. 

Computer  aid  to  the  counties  was  decreased  by  $121,018. 

The  remaining  $21,644  of  savings  will  be  generated  by  reducing  expenditure 
to  Department  of  Administration  proprietary  funds. 

Miscellaneous   Tax  —  $68,200 
Vacancy    savings    will    be    generated    by    redistributing    various    administrative 
functions   within   the  division,    holding  positions  vacant,   and   reducing  expenditures 
to  Department  of  Administration  proprietary  accounts. 

Motor  Fuels  Tax  —  $39,275 
Vacancy    savings    will   be    generated    by    holding    1.0    FTE    field    audit    position 
open    for    the    entire    fiscal    year.       Additional    savings    will    be    generated    by    not 
purchasing    a     new     vehicle     for     field     audit     staff,     reducing    audit     travel,     and 
reducing  expenditures  to  Department  of  Administration  proprietary  accounts. 

POLICY   ISSUE   A:      FTE   REDUCTION 

A  total  of  7.0  FTE  in  the  income  tax  division  were  eliminated,  reducing  per- 
sonal services  by  $123,572  and  operating  expenses  by  $5,808.  The  1985  legisla- 
ture added  20  FTE  and  $600,924  in  general  fund  to  the  income  tax  division  for 
fiscal  1987.  The  20  FTE  consist  of  4.5  FTE  systems  development  positions  added 
to  develop  a  system  for  cross-matching  of  W-2's,  6.0  FTE  added  to  the  audit 
staff,  and  8.5  FTE  added  to  the  collection  staff.  This  reduction  consists  of  7 
FTE  grade  10  positions,  leaving  13  new  FTE  for  fiscal  1987.  During  the  joint 
conference  committee,  the  following  language  was  added  in  regards  to  the  7.0  FTE 
that  were  deleted  during  house  floor  action. 

The   Department   may,    through   the  use   of  program    transfer   authority, 

fund  the  7    FTE   deleted   from  the  income  tax  division,  during  House   Floor 

action  of  Special  Session  III. 
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POLICY   ISSUE   B:      PROPERTY   REAPPRAISAL 

Funding  was  added  to  the  Property  Assessment  Division  to  fund  the 
requirements  placed  on  the  division  by  Senate  Bill  19,  including  $47,271  of 
personal  services  and  $36,880  of  operating  expenses.  See  the  narrative  under 
other  legislation  for  an  explanation  of  Senate  Bill  19. 

OTHER    CHANGES   A:      LANGUAGE   LIQUOR   DIVISION 

The  following  language  was  adopted  for  the  Liquor  Division: 

The  Division  is  directed  to  implement  the  recommendations  of  the 
Revenue  Oversight  Committee  dated  June  19,  1986  with  respect  to 
Liquor  Division  Recovery  provided  the  Department  shall  hold  timely 
public  hearings  prior  to  closing  any  state  store  or  agency,  and  prior  to 
implementing  a  price  re-structuring. 

The  Revenue  Oversight  committee's  recommendations  are  as  follows: 

The    Revenue    Oversight    Committee    recommends    to    the    49th    Legislature 
and  the  Department  of  Revenue: 

1.  that  the  Department  not  close  any  state  liquor  store  in  Kalispell 
or  Billings  during  fiscal  year  1987; 

2.  that  the  Department  not  lower  the  commission  rate  paid  to  any 
agency  store  existing  on  June  1,    1986; 

3.  that  the  Department  restructure  the  pricing  of  liquor  products 
sold  at  retail  in  state  liquor  stores  and  state  liquor  agency  stores; 

4.  that  in  the  17  communities  with  one  state  liquor  store  wherein 
the  leases  on  the  state  liquor  stores  expire  during  fiscal  year 
1987,    the  Department  convert  the  state  stores  to  agency  stores; 

5.  that  the  Department  work  towards  conversion  of  state  liquor 
stores  in  other  communities  with  one  state  liquor,  with  such 
conversion  to  be  done  in  an  orderly  fashion,  but  without  the 
Department  exercising  the  early  termination  clause  in  any  lease, 
unless  early  termination  is  done  through  negotiation; 

6.  that  the  Department  work  towards  conversion  of  state  liquor 
stores  in  communities  with  more  than  one  state  liquor  store  either 
through  regulation,  e.g.  specifying  that  hours  of  operation  and 
other  restrictions  and  limitations  must  be  the  same  as  at  state 
liquor  stores,  or  through  leasing  provisions  that  would  allow 
concurrent  conversion  of  all  state  stores  in  a  community  to  agency 
stores;    and 

7.  that  the  commission  rate  paid  to  any  agency  store  converted 
from  a  state  store  after  July  1,  1986,  conform  to  a  sliding  scale 
based  on  the  value  of  sales  of  historical  record  in  the  converted 
state  liquor  store. 
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Therefore,  in  meeting  the  requirement  of  Section  4,  House  Rill  No. 
14  of  the  March  1986  Special  Session,  it  is  the  sincere  and  reasoned 
recommendation  of  the  Revenue  Oversight  Committee  that  the  members  of 
the  49th  Legislature  accept  this  proposal,  and  that  the  Department  of 
Revenue  implement  the  recommendations  in  an  orderly  and  timely 
manner. 

OTHER   LEGISLATION 

Senate  Bill  19  requires  that  County  Tax  Appeal  Boards  review  exceptional 
increases  in  assessments  of  property  taxes  before  placement  on  assessment  books; 
that  the  Department  of  Revenue  standardize  property  tax  classification  and 
appraisal  notices,  and  send  a  standard  notice  to  taxpayers  with  exceptional 
increases  in  1986  assessments;  and  extends  the  application  deadline  for  reduction 
in  1986  valuations  to  August  1,    1986. 

The  Department  estimated  that  109,187  assessment  notices  would  be  referred 
to  county  tax  appeal  boards. 
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DEPARTMENT   OF  ADMINISTRATION 


Budget  Item 
FTE 


HB   500 


392.59 


Fiscal  1987 
HB   30 

392.59 


Difference 


0.00 


Personal  Services 
Operating  Expenses 
Equipment 

$  9,861,163 

21,288,827 

1,904,660 

$   9,764,424 

20,163,463 

1,734,380 

$      96,739 

1,125,364 

170,280 

Total  Operating  Costs 
Non-Operating  Costs 

$33,054,650 
2,483,471 

$31,662,267 
2,475,698 

$1,392,383 
7,773 

Total  Expenditures 

$35^538^121 

$34^137^965 

$IA40(Li56 

Funding 

General  Fund 

State  Special 

Capital  Projects   Fund 

Proprietary 

$   3,849,255 

896,319 

589,578 

30,202,969 

$   3,656,792 

882,821 

589,578 

29,008,774 

$      192,463 
13,498 
-0- 
1,194,195 

Total  Funding 

$35^538^121 

$34^137^965 

$1^400^156 

-   SPECIAL   SESSION 

III 

ACTION 

X  Cut                   General   Fund 

Other  Funds              Total                    %  Cut 

5.0 


Across-the-Board  Cuts  -  HB  30 
Policy  Issues  -  HB  30 

A.  Board  of  Investments  Per.  Svcs  -0 

B.  FTH  Transfer  -0 


Total  Changes 


i.O 


$192,463 
-0- 

-o- 

$192^463 


$1,206,022    $1,398,485 

15,000        15,000 
(13,329)       (13,329) 


HAIlAll        Sli400i156_ 


3.9 

-0- 

-o- 

3.9 


ACROSS-THE-BOARD   CUTS 

The    following   programs    were    cut    by    the    legislature    as    recommended   by   the 
Governor. 

A.       General  Fund   was  reduced  $192,463  as  follows: 

1.  Central  Administration  -  $1,213  travel. 

2.  Accounting   -    $41,018   of  contract    services   for   data  processing  and 
$1,228  of  travel. 

3.  General    Services    -    $44,385    of    operating    expenses    and    $1,399    of 
transfers  to  fish,    wildlife  and  parks  for   grounds  maintenance. 
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4.  Purchasing  -  $39,868  of  personal  services  and  $25,775  of  operating 
expenses. 

5.  Central  Services /Treasury  -  $1,444  of  operating  expenses. 

6.  Personnel  -  $8,536  of  personal  services  and  $12,822  of  operating 
expenses. 

7.  State  Tax  Appeal  Board  -  $5,775  of  personal  services  and  $9,000 
of  contract  services. 

B.       Other  funds  were  reduced  $1,206,022   as  follows: 

1.  Publications  and  Graphics  -  $162,784  goods  purchased  for  resale 
and  $6,128  equipment. 

2.  Information  Services  -  $44,000  contract  services,  $338,710 
communications,    $25,000   goods  purchased  for  resale,    and  $160,128  equipment. 

3.  General  Services  -  $14,143  personal  services,  $75,511  operating 
expenses  and  $6,334  transfer  to  fish,  wildlife  and  parks  for  grounds 
maintenance. 

4.  Central  Store  -  $26,872  operating  expenses  and  $135,515  goods 
purchased  for  resale. 

5.  Central   Services/ Treasury  -   $1,381  operating  expenses. 

6.  Investments  -  $41,200  personal  services. 

7.  Personnel  -  $14,368  operating  expenses. 

8.  Tort  Claims  -   $140,450  contract  services. 

9.  Passenger  Tramway  Safety  -  $988  contract  services. 

10.  Workers  Compensation  Judge  -  $9,739  personal  services  and 
$16,100  operating  expenses. 

POLICY   ISSUE   A:      BOARD   OF  INVESTMENTS   PERSONAL   SERVICES 

The  Legislature  reduced  the  Board  of  Investments  personal  services  by 
$15,000  to  protest  the  pay  increases  granted  two  employees  of  the  Board  of 
Investments. 

POLICY   ISSUE   B:      FTE   TRANSFER 

The  department  requested  an  increase  of  authority  in  the  Architecture  and 
Engineering  Division  of  $13,329  to  fund  a  position  transferred  from  the 
Purchasing  Division.  The  general  fund  in  the  Purchasing  Division  was  reduced 
by  $39,868   for  this  transfer. 
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OTHER   LEGISLATION 

House  Bill  37  provided  for  an  increase  in  the  amount  of  incentive  awards  for 
state  employee  suggestions  or  inventions  resulting  in  monetary  savings  to  the 
state.  The  incentive  awards  shall  be  10  percent  of  the  savings  resulting  from 
implementation  of  the  employee's  proposal  for  one  year  up  to  a  maximum  of 
$10,000.  The  bill  also  provides  that  a  copy  of  all  suggestions  or  inventions  be 
sent  to  the  Office  of  the  Legislative  Fiscal  Analyst  and  directs  that  the 
department  shall  request  an  appropriation  during  the  50th  Legislature  to  pay 
approved  awards  larger  than  $10,000. 

House  Bill  16  transfers  $2  million  from  the  social  security  contribution 
account  to  the  general  fund.  The  $2  million  represents  an  accumulation  of  excess 
interest  income  earned  on  social  security  deposits  made  by  state  and  local 
governments.  The  deposits  have  been  invested  by  the  Board  of  Investments 
during  the  period  between  collection  by  PERD  and  the  date  payments  are  made  to 
the  U.S.  Treasury.  In  past  years,  the  interest  income  funded  PERD's 
administrative  budget. 

The  bill  also  provides  that  effective  July  1,  1986,  the  administrative 
expenses  of  the  retirement  system  must  be  paid  from  the  income  earnings  on  the 
retirement   fund. 
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DEPARTMENT   OF  MILITARY 

AFFAIRS 

Fiscal  1987   - 

Budget  Item 

HB   500 

HB   30 

Dil'ference 

FTE 

91.0 

91.0 

0.00 

Personal  Services 

$1,989,104 

$1,972,446 

$16,658 

Operating  Expenses 

1,691,494 

1,617,564 

73,930 

Equipment 

6,898 

3,898 

3,000 

Total  Operating  Costs 

$3,687,496 

$3,593,908 

$93,588 

Non-Operating  Costs 

2,280 
$3^689^776 

2,280 
$3^596^188 

-0- 

Total  Expenditures 

$93^588 

Funding 

General  Fund 

$1,871,756 

$1,778,168 

$93,588 

Federal  Special 

1,818,020 
$.3^689^776 

1,818,020 
&L596a188 

-0- 

Total  Funding 

$93^.588 

.     <iT>VC 

IAL   SESSION 

III 

AC 

■"PTOM 

G.F. 

-•  1  IU  IN 

Agency 

%  Cut 

General   Fund 

Other  Funds 

Total 

%  Cut 

Budget   Amendments 

i9.z 

-0- 

$(249^700)          $( 

^49i700) 

-0- 

Across-the-Board   Cuts-   HB   30                 5.0 

$93^88 

-0- 

$93^588 

2.5 

ACROSS-THE-BOARD 

CUTS 

Information  on  the  5  percent  reduction  for  each  program   follows. 

Administration   Program 

Contract  Services  -  $1,520.  Janitorial  service  was  reduced  from  five  to 
three  days  per  week  and  the  commercial  security  service  contract  was  eliminated. 

Travel  -  $1,000.  Approximately  one-third  of  the  director's  travel  budget 
was  reduced. 

Repairs  and  Maintenance  -  $2,206.  Building  repair  was  reduced  by  one-half. 
Office  equipment  repairs  and  maintenance  contracts  for  office  equipment  were 
reduced. 


-76- 


Other  -  $82.  All  magazine,  trade,  and  newspaper  subscriptions  were  elim- 
inated. 

Army  Guard  Program 

Contract  Services  -  $4,611.  Liability  insurance  on  two  department  owned 
vehicles  was  eliminated.  Janitorial  service  was  reduced  from  five  to  three  days 
per  week.  Printing  done  at  the  Publications  and  Graphics  Division  was  reduced 
by  one-third. 

Supplies  and  Materials  -  $3,861.  The  amount  normally  spent  for  tools,  gaso- 
line,   and  weed  control  was  eliminated. 

Travel  -  $1,995. 

Repairs  and  Maintenance  -  $34,685.  Building  repairs  of  $17,000  and  painting 
was  eliminated.      Repairs  of  office  equipment  was  reduced  by  one-half. 

Other  -  $3,150.  The  annual  officer  clothing  allowance  was  reduced  from  $35 
to  $25. 

Equipment  -  $3,000.  The  replacement  of  two  secure  radios  was  reduced  by 
one-half. 

Air  Guard  Program 

Contract  Services  -  $795.  Janitorial  service  was  reduced  from  five  to  three 
days  per  week. 

Communications  -  $312.  One  phone  in  the  Helena  office  of  the  Air  National 
Guard  was  eliminated. 

Repairs  and  Maintenance  -  $712.  Building  repair  and  maintenance  was 
reduced  by  $3,560.  This  is  an  80  percent  federal  match  program  and  to  cut  gen- 
eral fund  dollars  the  department  must  also  take  cuts  in  the  federal  funds. 

Other  -  $1,110.      The  officer  clothing  allowance  was  reduced  from  $35  to  $25. 

Travel  -  $71.      In-state  travel  was  reduced  by  $71. 

Veterans'   Affairs  Division 

Personal  Services  -  $14,308.  All  field  office  clerical  personnel  will  be 
reduced  from  80  hours  per  pay  period  to  70  hours  per  pay  period. 

Contract  Services  -  $9,026.  The  clerical  contract  with  the  VFW  and  DAV 
was  eliminated. 

Disaster  and  Emergency   Services 
Personal    Services    -    $2,350.      A   training   officer    III    position    will   be   left    va- 
cant. 


-77- 


Contract  Services  -  $856.  Janitorial  service  was  reduced  from  five  to  three 
days  per  week.      Staff  training  was  reduced. 

Travel  -  $4,332.  In-state  travel  to  assist  local  governments  in  disaster  and 
emergency  planning  and  out-of-state  travel  to  conferences  was  cut. 

Other  -  $3,606.  Supplies  and  materials  for  maps,  charts,  and  reference  ma- 
terial was  cut  by  $1,400.  Communications  equipment  was  cut  by  $1,197.  Repair 
and  maintenance  was  cut  by  $644.  Registration  fees  for  conferences  was  cut  by 
$365. 

BUDGET   AMENDMENT 

The  Legislature  granted  $249,700  in  additional  federal  spending  authority  for 
fiscal  1986  with  language  in  House  Bill  21  to  allow  this  authority  to  continue  into 
fiscal  1987.     A  breakdown  of  the  additional  authority  is  as  follows: 

1.  $1,200  additional  spending  authority  for  personal  services  for  a  design 
engineer  position  authorized  by  the  National  Guard  Bureau.  The  position  is  100 
percent  federally  funded  and  will  be  used  to  write  maintenance  and  repair 
specifications,  do  preliminary  design  work  for  minor  construction  projects,  review 
contract  design  work,  and  serve  as  a  project  supervisor  on  minor  construction 
projects. 

2.  $3,500  in  additional  spending  authority  for  contract  services  for  the 
additional  cost  of  the  Intrusion  Detection  System.  The  leased  lines  used  as  part 
of  our  Intrusion  Detection  Systems  are  not  regulated  the  same  as  other  telephone 
system  charges  and  as  a  result,  have  increased  300  percent  in  cost  in  the  past 
four  years.  These  services  are  contracted  for  through  the  department  by  the 
federal  government,   who  is  willing  to  pay  the  additional  costs. 

3.  $60,000  in  additional  spending  authority  for  telephone  communications. 
The  department  has  a  contract  with  the  federal  government  to  provide  telephone 
services  for  the  civil  service  employees  of  the  National  Guard.  Since  the  base 
year  of  1984  the  federal  government  has  added  61  additional  telephones  to  the 
contract  plus  a  number  of  special  services  such  as  direct  lines  to  Bozeman  and 
data  quality  lines  to  Fort  Harrison.  This  additional  spending  authority  is  to 
cover  the  additional  services  requested  by  the  federal  government. 

4.  $30,000  in  additional  spending  authority  for  repairs  and  maintenance  of 
facilities.  In  April  of  this  year,  the  National  Guard  Bureau  notified  the  de- 
partment that  it  would  provide  on  a  one  time  basis,  additional  federal  funds  for 
the    operations    and    maintenance    of    National    Guard    armories.       Prior    to    this,    all 
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operational  costs  for  armories  had  been  borne  by  the  state.  The  amount  is  based 
on  the  number  of  federal  employees  located  in  each  armory.  The  funding  is 
specific  in  that  it  may  not  be  used  to  reduce  state  funds.  The  Adjutant  General 
is  required  to  certify  that  the  amount  of  money  spent  by  the  state  in  fiscal  1986 
will  not  be  less  than  the  amount  spent  in  fiscal  1985. 

5.  $155,000  in  additional  spending  authority  for  the  cost  of  designing  ar- 
mories at  Livingston  and  Libby.  In  order  to  keep  these  two  armory  construction 
projects  alive  at  the  federal  level,  the  National  Guard  Bureau  has  agreed  to  fund 
the  design  costs  of  these  two  projects.  The  costs  are  normally  shared  on  a  25 
percent  state /75  percent  federal  basis.  If  the  state  at  some  time  in  the  future 
decides  to  fund  the  building  of  these  armories,  the  state's  share  of  the  design 
costs  will  then  be  paid  back.  Should  the  state  not  go  ahead  with  the  projects,  it 
is  under  no  future  obligation. 


-79- 


DEPARTMENT   OF   HIGHWAYS 


Budget  Item 

FTE 

Personal   Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Funding 

General  Fund 
State   Special 
Federal  Revenue 
Proprietary 

Total  Funding 


II B   500 

1985.75 

$   51,185,410 

206,840,139 

6,279,994 

$264,305,543 
19,747,389 

$284^052^932 


$  -0- 

154,921,108 
114,992,701 
14,139,123 

1284^052^932 


Fiscal  1987 
HB   30 


Difference 


1985.75 


$  51,078,296 

203,324,984 

5,868,825 

$260,272,105 
19,730,209 

$280^002^314 


$      -0- 
151,203,190 
114,992,701 
13,806,423 

$280^.002^314 


0.00 

$ 

107 

,114 

3 

,515 

,155 

411 

,169 

$4 

,033 

,438 

17 

,180 

$4_L050J.618 

$ 

-( 

)- 

3 

,717 

,918 

-( 

)- 

332 

,700 

$4^.050^618 

Budget   Amendments   -   HB   21 


SPECIAL   SESSION   III   ACTION 


G.F. 
%  Cut 


General   Fund 


-0- 


Fiscal  1986 
Other  Funds 


Total 


51^8^416)    $(^§^^162 


Agency 
%   Cut 

-0- 


Across-the-Board  Cuts  -  HB  30 


-0- 


Fiscal  1987  ------- 

$4,050,618    $4^050^618 


1  .4 


ACROSS-THE-BOARD    CUTS 

The  General  Operations  Program  was  cut  $212,508.  The  department  plans  to 
achieve  the  5  percent  cut  by  delaying  the  filling  of  vacant  positions,  by  cutting 
back  data  processing  services,  travel,  equipment  rent,  and  by  purchasing  less 
radio  equipment. 

The  Gross  Vehicle  Weight  Program  was  cut  $178,378.  The  5  percent  cut  will 
be  achieved  by  delaying  the  upgrading  of  weigh  station  facilities.  There  will  also 
be  reductions  in  data  processing  costs. 
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The    Construction    Program    was   cut   $35,000   for   reduced   travel   for   monitoring 

construction  progress.      The  Department  of  Highways  had  identified  three  projects 

as    possibly    being    delayed    as    a    result    of    the    5    percent    cuts.       The    contractor 

payments   for   those   three   projects   were   added   back   to   the    budget    during   house 

floor  action.      In  Senate  Finance  and  Claims,   the  following  language  was  added. 

The  Department  shall  not  reduce  contractor  payments  due  to  the  5 
percent  cuts  in  Special  Session  III.  All  reductions  as  a  result  of  the  5 
percent  cuts  made  in  Special  Session  III  are  to  be  made  from 
non-construction  programs. 

The  Maintenance  Program  was  cut  $2,018,044.  The  department  plans  to 
achieve  the  majority  of  the  reduction  through  price  reductions  of  petroleum  prod- 
ucts. They  also  plan  to  reduce  the  city  contracts  for  Butte,  Great  Falls,  Bill- 
ings,   and  Missoula  by  5  percent. 

The  Pre-construction  Program  was  cut  $265,615.  The  5  percent  reduction 
will  be  met  by  a  delay  in  filling  vacant  positions  and  a  reduction  in  consultant 
engineers  and  appraisers  on  several  projects. 

The  Motor  Pool  Program  was  cut  $36,700.  The  reduction  will  be  realized  by 
lower  gasoline  costs  and  by  purchasing  less  equipment. 

The  Equipment  Program  was  cut  $638,901.  The  reductions  will  be  realized 
by  lower  fuel  prices  and  a  reduction  in  the  purchase  of  new  equipment. 

The  Stores  Inventory  Program  was  cut  $665,472.  The  5  percent  reduction 
will  be  realized  because  of  lower  road  oil  costs. 

BUDGET   APtENDMENT 

Appropriation  authority  was  added  in  fiscal  1986  for  the  expenditure  of 
$390,000  of  Federal  Highway  Administration  funds  and  $58,416  of  Federal 
Emergency  Management  Administration  funds  to  pay  for  maintenance  costs  from 
flood  damage  in  the  Missoula  and  Great  Falls  districts.  Language  was  added  to 
allow  the  appropriation  to  continue  into  fiscal  1987. 

OTHER   LEGISLATION 

Senate  Bill  14  increased  the  gasoline  license  tax  by  two  cents,  transferred 
federal  mineral  royalties  to  the  school  foundation  program,  and  transferred 
interest  and  investment  earnings  on  the  highway  revenue  account  to  the  general 
fund.  The  bill  also  provided  that  all  expenses  of  the  highway  patrol  be  paid  out 
of  the  highway  revenue  account. 
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The  gasoline  license  tax  increases  from  15  cents  to  17  cents  per  gallon 
effective  August  1,  1986.  It  is  anticipated  that  this  increase  will  raise  $7,788,000 
in  additional  revenue  in  fiscai  1987. 

The  federal  mineral  royalty  transfer  to  the  school  foundation  program  is 
estimated  to  be  $7,914,750.  This  transfer  has  the  effect  of  decreasing  the  school 
foundation  supplemental  request  that  would  come  from  the  general  fund. 

The  anticipated  interest  earnings  transferred  to  the  general  fund  in  fiscal 
1987  will  be  $6,251,000.  This  amount  is  based  on  the  assumption  that  the 
outstanding  bond  issue  of  $107  million  will  be  refinanced  and  $33  million  of  new 
bonds  for  construction  projects  will  be  issued. 
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HUM4N 
SERVICES 


SECTION   B   -   HUMAN   SERVICES 


Legislative  Action 

Across-the-Board  Cuts 
Labor  and  Industry 
Health  and  Environmental  Sciences 
Social  &  Rehabilitation  Services 

Total  Across-the-Board  Cuts 


General  Fund 

-  -  Fiscal  1987  - 

%   Cut 

General  Fund 

Other  Funds 

Total 

3.5 

$ 

36,904 

$    -o- 

52,687 

$ 

36,904 

4.1 

139,397 

192,084 

0.9 

$ 

649,594 
825,895 

-0- 

s 

649,594 

$    52,687 

878,582 

Policy  Issues 

Labor  and  Industry 

Funding  Swi  tch 
Employment  Services 

Funding  Switch 
Health  &  Environmental  Sciences 

Hazardous  Waste  Facility 

Federal  Water  Quality  Funds 

Subdivisions  Program 

Genetics  Program 

Family  Practice  Residency 
Social  &  Rehabilitation  Services 

Benefit  Freeze 

Cont.  Benefit  Savings 

Other  Benefit  Reductions 

Limit  GA  Benefits 

Federal  Match 

Youth  Treatment  Center 

Medicaid  Waiver 

MiJl  Levy 

Legal  Services 

Youth  Alcohol  and  Drug  Treatment 

Exxon  Overcharge  for  Weather i zat i on 

Total  Policy  Issues 

Fund  Transfer 

Division  of  Workers'  Compensation 

Total  Legislative  Action 


$   174,793 

$   (174,793) 

$      -0- 

209,000 

(209,000) 

-0- 

-0- 

52,687 

52,687 

(15,000) 

(15,000) 

6,991 

-0- 

6,991 

13,000 

-0- 

13,000 

1,750 

-0- 

1,750 

2 
1,879,108 

884,666 

2,763,774 

90,000 

(15,000) 

75,000 

261,889 

1,144,852 

923,717 

-0- 

261,889 

-0- 

1,144,852 

(923,717) 

-0- 

651,193 

1,350,441 

2,002,434 

125,000 

304,406 

429,406 

800,000 

(800,000) 

-0- 

50,000 

-0- 

50,000 

11  ,250 

-0- 

11,250 

-o- 

(1,666,000) 
$(1,211,310) 

(1,666,000) 

$6,343,343 

$  5,132,033 

$   100,000 

$     -0- 

$   100,000 

$7^269^238 

5iIiI5§i§23) 

$  6^110^615 

Does  not  include  $50,000  cut  in  the  Environmental  Protection  Fund  in  fiscal  1986. 
2 

Contains  $231,268  CA  supplemental  reduction  and  $386,476  AFDC  supplemental  reduction  not  in- 
cluded in  the  reduction  in  House  Bill  500  appropriations. 

Of  the  $1,144,852,  $763,386  offsets  the  supplemental  request  and  $381,466  is  an  actual  reduction 
in  the  House  Bill  500  appropriation. 
Savings  in  federal  match  on  AFDC  are  included  with  benefit  freeze. 


-83- 


COMPARISON   OF   GOVERNOR'S   BUDGET   AND   LEGISLATIVE   ACTION  ON 
HUMAN   SERVICES   GENERAL   FUND   APPROPRIATIONS 


Governor's   5  Percent 
Reductions  by  Agency 

Labor   &   Industry 

Health   &   Environmental   Sciences 

Social  &    Rehabilitation   Services 


Total  Governor's  5%  Reductions        $     964,423 


Governor's 
Recommended 

5  Percent 
General  Fund 

Reduction 

Legislative 
Action 

Difference 

$        36,904 
170,787 
756,732 

$        36,904 
139,397 
649,594 

$            -0- 

31,390 
107,138 

Policy  Issues 


$ 


Health  -  Subdivisions 

Health  -  Genetics 

Health  -  Family  Practice  Residency 

Labor  &   Industry-Funding  Switch 

Employ.    Services  -  Funding  Switch 

Benefit  Freeze 

Cont.    Benefit  Savings 

Other  Benefit  Reductions 

Limit  GA  Benefits  1 , 

Federal  Match  1, 

Youth  Alcohol  and  Drug  Treatment 

Crime  Victims  Fund  Balance  Transfer 

Youth  Treatment   Center 

Medicaid  Waiver 

Mill  Levy 

Legal  Services 


6,991 
13,000 
1,750 
174,793 
209,000 
1,929,983 
90,000 
235,568 
100,000 
221,947 
11,250 
-0- 
-0- 
-0- 
-0- 
-0- 


Total  Policy  Issues 


Total  Action 


$4,994,282 
$5^.958^.705 


$  825,895   $   138,528 


6,991       $            -0- 

13,000 

-o- 

1,750 

-0- 

174,793 

-0- 

209,000 
1,879,108 

-0- 

50,875 

90,000 

-0- 

261,8890 

(26,321) 

1,144,852" 
923,717 

(44,852) 

298,230 

11,250 

-0- 

100,000 

(100,000) 

051,993 

(651,993) 

125,000 

(125,000) 

800,000 

(800,000) 

50,000 

(50,000) 

$6,443,343   $(1 ,449,061) 
$7^269^238   $_iL,310a.5331 


Contains  $231,268  GA  supplemental  reduction  and  $386,476  AFDC  supple- 
mental reduction     not  included  in     reduction  in  House  Bill  500  appropri- 
ations . 

^Of     the     $1,144,852,      $763,386     offsets     the     supplemental     request     and 
$381,466  is  an  actual  reduction  in  the  House  Bill  500  appropriation. 
Savings  in  federal  match  on  AFDC   are  included  with  benefit  freeze. 
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DEPARTMENT 

OF   HEALTH   AND  ENVIRONMENTAL   SCIENCES 

-  Fiscal  1987   - 

Budget  Item 

HB   500 

HB   30 

Difference 

FTE 

238.25 

238.25 

0.00 

Personal  Services 

$   6,438,632 

$   6,354,381 

$ 

84,251 

Operating  Expenses 

11,100,608 

11,026,775 

73,833 

Equipment 

12,705 
$17,551,945 

12,705 
$17,393,861 

-o- 

Total  Operating  Costs 

$ 

158,084 

Non-Operating  Costs 

5,939,506 

5,920,506 

19,000 

Total  Expenditures 

$23J.491J.451 

$23^314^367 

$. 

.177J.084_ 

Funding 

General  Fund 

$   3,415,733 

$   3,276,336 

$ 

139,397 

State  Special 

2,288,157 

2,235,470 

52,687 

Federal  Special 

17,787,561 

17,802,561 

(15,000) 

Total  Funding 

$23_t491J.451 
-   SPECIAL   SESSION 

$23J.314_L367 

TTT      A  PTTOW 

$. 

_177J)84_ 

111     AL/llUlN 

G.F. 

Agency 

X  Cut                   General   Fund 

Other   Funds 

Total 

%  Cut 

Environmental   Protection   Fund 

-o=                     S__r9i__ 

$ 50,000 

$__50_i000 

0^2 

Across-the-Board   Cuts   -   HB   30 

4.1                              $139,397 

$      52,687 

$   192, 

,084 

0.8 

Federal  Water  Quality  Funds 

(15,000) 

(15 

,000) 

Budget   Amendments 

-0- 

(104,197) 

(104 

,197) 

Other  Legislation 

A.    Hazardous  Waste    -   HB   30 

-0- 

52,687 

52 

,687 

B.    Subdivisions    -   HB   25 

6,991 

-0- 

6 

,991 

C.    Genetics   -    HB   24 

13,000 

-0- 

13 

,000 

D.    Fam.    Prac.    Residency   -   HB 

26 

]  ,750 
4.7                              $161,138 

-o- 

$  147 

,750 
l315_ 

Total   Changes 

$    (13,823) 

0.6 

FISCAL   1986   REDUCTIONS 

The  legislature  reduced  the  biennial  appropriation  for  the  environmental 
protection  fund  by  $50,000.  The  environmental  protection  fund  (EPF)  was 
established  in  the  last  session  to  allow  the  department  to  collect  costs  of 
hazardous  waste  clean-up  from  parties  responsible  for  spills.      The  department  was 
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appropriated  $1,000,000  of  expenditure  authority.  All  funds  collected  from 
responsible  parties  are  placed  in  the  EPF,  which  is  then  used  to  pay  the 
department's  costs.      There  are  currently  no  funds  in  the  EPF. 

ACROSS-THE-BOARD   CUTS 

The  legislature  approved  the  across-the-board  reductions  contained  in  the 
Governor's  budget,  except  for:  1)  the  proposed  reduction  in  the  End-Stage  Renal 
Disease  Program  of  $18,750;  2)  the  proposed  general  fund  reduction  for  personal 
services  in  the  Air  Quality  Bureau  of  $12,640,  as  the  federal  government  had  not 
approved  a  reduction  in  the  state's  maintenance  of  effort;  and  3)  a  proposed  re- 
duction of  $52,687  of  Resource  Indemnity  Trust  interest  in  the  Superfund  Pro- 
gram. 

The  5  percent  general  fund  reduction  approved  by  the  legislature  totals 
$139,397,  including  cuts  of  $26,250  in  the  Director's  Office,  $43,445  in  the 
Environmental  Sciences  Division,  $20,000  in  the  Management  Services  Division,  and 
$49,702  in  the  Health  Services  and  Medical  Facilities  Division.  The  cuts  include 
$84,251  in  vacancy  savings  and  $28,146  in  general  operating  expense  reductions. 
In  addition,  the  $8,000  appropriation  to  the  Board  of  Health  for  outside  legal  as- 
sistance was  eliminated.  If  the  board  requires  legal  assistance,  the  department 
will  reallocate  funds  for  this  purpose.  The  reductions  also  include  the  elimination 
of  the  $19,000  contract  with  the  University  of  Montana  to  monitor  the  trophic  sta- 
tus of  Flathead  Lake.  The  legislature  added  $15,000  in  newly  available  federal 
funds  for  this  purpose. 

In  addition  to  the  $50,000  cut  in  the  environmental  protection  fund,  the 
legislature  reduced  state  special  revenue  by  $52,687  in  junk  vehicle  funds.  The 
junk  vehicle  fund  cut  is  in  the  contingency  funds  provided  in  the  event  the  cost 
of  crushing  vehicles  exceeds  the  scrap  value  of  those  vehicles.  There  are  no  ma- 
jor program  impacts  expected. 

State  special  revenue  authority  for  a  hazardous  waste  transfer  facility  was 
reduced  by  $52,687.  A  total  of  $800,000  in  Resource  Indemnity  Trust  interest 
funds  was  appropriated  to  the  Department  of  Natural  Resources  and  Conservation 
(DNRC)  in  House  Bill  922  to  grant  to  the  Department  of  Health  and  Environmental 
Sciences  for  that  purpose.  The  legislature  replaced  general  fund  in  the  DNRC 
appropriation  with  the  $52,687  saved. 
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BUDGET   AMENDMENTS 

The  Department  of  Health  and  Environmental  Sciences  received  two  budget 
amendments  in  House  Bill  21: 

1)  federal  air  quality  funds  of  $21,000  in  the  Air  Quality  Bureau  to  replace 
or  refurbish  equipment  used  to  monitor  air  quality  in  the  state;    and 

2)  federal  funds  totaling  $83,197  in  the  Health  Services  and  Medical  Facilities 
Division,  including  $72,197  for  an  additional  2.0  FTE  to  allow  the  department  to 
develop  and  conduct  programs  of  health  education  and  risk  reduction  for  acquired 
immunodeficiency  syndrome  (AIDS)  and  $11,000  for  a  behavioral  risk  surveillance 
system. 

OTHER   LEGISLATION 

House  Bill  24  reduces  the  department's  biennial  appropriation  of  $520,000  for 
the  Genetics  Program  by  2.5  percent,  or  $13,000.  This  reduction  was  part  of  the 
Governor's  5  percent  cuts. 

House  Bill  25  reduces  the  department's  appropriation  of  $139,825  for  the 
Subdivisions  Program  by  $6,991.  This  reduction  was  part  of  the  Governor's  5 
percent  cuts. 

House  Bill  26  reduces  the  department's  biennial  appropriation  of  $70,000  for 
the  Family  Practice  Residency  by  2.5  percent,  or  $1,750.  This  reduction  was 
part  of  the  Governor's  5  percent  cuts. 

House  Bill  40  requires  that  the  director  of  the  department,  along  with  the 
directors  of  the  Departments  of  Institutions,  Social  and  Rehabilitation  Services, 
and  Labor  and  Industry,  identify  and  consolidate  duplicative  services  provided. 
No  fiscal  impact  is  expected  on  the  Department  of  Health  and  Environmental  Sci- 
ences. 
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LABOR   AND    INDUSTRY 

-   Fiscal  1987  - 

Budget  Item 

HB   500 

HB   30 

Difference 

FTE 

43.5 

43.5 

0.00 

Personal  Services 

$1,180,457 

$1,161,039 

$ 

19,418 

Operating  Expenses 

411,691 

394,205 

17,486 

Total  Operating  Costs 

M.1.592U48 

$1^.555^244 

i. 

36^904 

Funding 

General  Fund 

$1,067,469 

$      855,772 

$ 

211 ,697 

State  Special 

3,250 

3,250 

-0- 

Federal  Special 

517,929 

692,722 

(i 

Other- 

3,500 

$1^592^148 

3,500 
$1^555^244 

-0- 

Total  Funding 

1 

36a904 

SPECIAL   SESSION   III 

iTTIflM     . 

A  lv  I  I  (J  IN 

Agency 

%  i 

^ut 

General   Fund 

Other  Funds 

To 

;a1 

%  Cut 

Across-the-Board  Cuts   -  HB  30 

3 

.5 

$   36,904 

$     -o- 

$36 

,904 

2.3 

Policy  Issues 

A.      Funding  Switch 

12. 

:§. 

$174,793 
$211^697 

$(174,793) 
$(174^793) 

-0- 

Total   Changes 

$36 

L904 

2.3 

The  legislature  approved  the  Governor's  5  percent  across-the-board  re- 
ductions and  the  Governor's  recommendation  to  switch  funding  of  the  Apprentice- 
ship Bureau  and  a  portion  of  the  cost  of  1.0  FTE  from  general  fund  to  unemploy- 
ment insurance  penalty  and  interest  funds.  The  overall  reduction  in  general  fund 
totaled  $211,697. 

ACROSS-THE-BOARD   CUTS 

The  5  percent  reduction  approved  by  the  legislature  totals  $36,904,  including 
$28,579  of  personal  services  and  legal  costs  in  the  Labor  Standards  Division, 
$2,100  of  vacancy  savings  and  travel  in  the  Human  Rights  Division,  and  $6,225  of 
travel,  fact  finding  and  legal  fees  in  the  Appeals  Division.  No  major  impacts  are 
anticipated  in  the  Labor  Standards  Division  as  the  reductions  are  savings  from  in- 
creased   efficiencies    due    to    a    reorganization    and    to    less    need    for    legal    services 
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than  originally   estimated.      The   services   expected   to   be  impacted   are   in   the   Ap- 
peals Division  where  the  department  will  do  less  fact  finding  on  appeals  cases. 

POLICY   ISSUE   A:      FUNDING   SWITCH 

The  legislature  accepted  the  executive  proposal  to  switch  funding  in  the 
Labor  Standards  Division  of  the  Apprenticeship  Bureau,  totaling  $154,793,  and  a 
portion  of  the  costs  of  a  1.0  FTE  administrator  position,  totaling  $20,000,  from 
general  fund  to  unemployment  insurance  penalty  and  interest  funds.  The  penaltjr 
and  interest  funds  are  currently  deposited  to  the  unemployment  insurance  trust 
fund. 

OTHER   LEGISLATION 

House  Bill  32  provides  that  unemployment  insurance  penalty  and  interest 
funds  currently  deposited  to  the  unemployment  insurance  trust  fund  be  used  to 
administer  the  unemployment  insurance  laws  and  for  programs  to  train  and  retrain 
unemployed  and  underemployed  persons.  Any  funds  remaining  will  be  deposited 
to  the  unemployment  insurance  trust  fund.  House  Bill  32  authorized  the  funding 
switch  discussed  under  Policy  Issue  A  above. 

House  Bill  40  directs  the  Commissioner  of  Labor  and  Industry,  along  with  the 
directors  of  the  Departments  of  Health  and  Environmental  Sciences,  Institutions, 
and  Social  and  Rehabilitation  Services,  to  identify  and  consolidate  duplicative  ser- 
vices provided  by  the  departments.  There  is  no  fiscal  impact  expected  in  the 
Department  of  Labor  and  Industry. 
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EMPLOYMENT   SERVICES 


Budget   Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total   Operating   Costs 
Non-Operating  Costs 

Total  Expenditures 

Funding 

General  Fund 
Federal  Special 
Other 

Total  Funding 


HB  500 

579.9 

$13,222,945 

3,752,949 

448,275 

$17,424,169 
7,514,000 

$24^938^16.9 


Fiscal  1987  - 
HB   30 

579.9 

$13,222,945 

3,752,949 

448,275 

$17,424,169 
7,514,000 

$24^938^169 


Difference 

0.00 

-0- 
-0- 

-0- 

-o- 

-0- 

-o- 


$        334,000 

$        125,000 

$   209,000 

24,604,169 

24,813,169 

(209,000) 

-0- 

-o- 

-0- 

$24^938^169 


$24^.938^169 


z0-_ 


Budget   Amendments    -   HB   21 


-   -   SPECIAL   SESSION   III   ACTION 

G.F.        -_-______  Fiscal  1986 

%   Cut        General  Fund      Other  Funds 


Total 


Fiscal  1987  ------- 


Agency 
%   Cut 

-0- 


Across-the-Board  Cuts   -   HB  30 
Policy  Issues 

A.    Funding  Switch 
Budget  Amendments    -   HB   21 

0.00 
-0- 

-o- 

62^6 

-0- 

$209,000 
-0- 

-0- 

$(209,000) 
(468,368) 

$(677^368) 

$          -0- 

-0- 

(468,368) 

$(468^68) 

0.00 

-0- 
-0- 

Total  Changes 

£209^00 

(1.9) 

ACROSS-THE-BOARD    CUTS 

No  across-the-board  cuts  were  taken  in  Employment   Services. 

POLICY   ISSUE  A:    UNEMPLOYMENT   INSURANCE   PENALTY   AND   INTEREST   FUNDS 

The  legislature  accepted  the  executive  recommendation  to  replace  $84,000  of 
general  fund  for  pre-employment  training  and  $125,000  of  general  fund  for 
dislocated  workers,  which  match  federal  JTPA  funds  in  the  Job  Training 
Partnership  Act    (JTPA)    Program,    with  unemployment  insurance  penalty  and  inter- 
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est   funds.      General  fund   savings   total  $209,000.      The  penalty   and  interest   funds 
are  currently  deposited  into  the  unemployment  insurance  trust  fund. 

BUDGET   AMENDMENTS 

Employment  Services  received  four  budget  amendments  in  House  Bill  21: 

1)  Job  Training  Partnership  Act  funds  of  $20,000  in  fiscal  1986  and  $230,000 
in  fiscal  1987  for  dislocated  agricultural  workers,  operators,  and  owners  who  have 
lost  or  will  soon  be  losing  their  jobs  or  their  farms  or  ranches.  The  funds  will 
be  used  to  provide  job  training  and  assistance; 

2)  federal  Reed  Act  funds  of  $5,000  in  fiscal  1986  and  $95,000  in  fiscal  1987 
to  allow  the  Unemployment  Insurance  Division  to  pay  for  correcting  safety 
violations,  for  instituting  recommendations  to  improve  the  safety  of  its  work 
areas,   and  for  remodeling  and  updating  its  work  areas; 

3)  Job  Training  Partnership  Act  funds  of  $70,000  in  fiscal  1987  to  provide 
job  training  and  assistance  to  workers  laid  off  by  Burlington  Northern  in 
Livingston;    and 

4)  Job  Training  Partnership  Act  funds  of  $73,368  in  fiscal  1987  for  job  train- 
ing activities  in  Southwestern  Montana.  These  are  carryover  funds  which  were 
held  by  the  federal  government  and  recently  distributed. 

OTHER   LEGISLATION 

House  Bill  32  provides  that  unemployment  insurance  penalty  and  interest 
funds  currently  deposited  to  the  unemployment  insurance  trust  fund  be  used  to 
administer  the  unemployment  insurance  laws  and  for  programs  to  train  and  retrain 
unemployed  and  underemployed  persons.  Any  funds  remaining  will  be  deposited 
to  the  unemployment  insurance  trust  fund.  House  Bill  32  authorized  the  funding 
switch  discussed  under  Policy  Issue  A. 
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DIVISION 

OF  WORKERS'    COMPENSATION 

HB   500 

Budget  Item 

riscai  iyoi 
HB   30 

Difference 

FTE 

175.25 

175.25 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

$3,732,985 

2,422,879 

133,445 

$6,289,309 
1,251,158 

$3,732,985 

2,422,879 

133,445 

$6,289,309 
1,351,158 

$         -0- 
-0- 
-0- 

Total  Operating  Costs 
Non-Operating  Costs 

-0- 
(100,000) 

Total  Expenditures 

$7.540.467 

$1^.610^467 

$£IQ0J.0001 

Funding 

General  Fund 
State  Special 
Federal  Special 

$      100,394 

7,218,236 

221,837 

$7J.540_L467 

$      100,394 

7,318,236 

221,837 

17^640^467 

$         -0- 
(100,000) 
-0- 

Total  Funding 

SlIOfLOOOl 

-   GENERAL   FUND   REVENUE   TRANSFER 

%  Cut 

General  Fund 

Other   Funds 

Total                %  Cut 

Revenue  Issues 

A.    Crime  Victims  Fund 

$100^00 

-0- 

$100j 

000 

The  Governor  did  not  recommend,  nor  did  the  legislature  make,  any 
reductions  in  the  Division  of  Workers'    Compensation. 

REVENUE   ISSUE   A:      CRIME   VICTIMS   FUND   TRANSFER 

The  legislature  appropriated  $100,000  of  the  fund  balance  in  the  crime 
victims  compensation  account  to  the  general  fund,  leaving  a  balance  of  $167,235  in 
the  crime  victims  fund. 
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DEPARTMENT  OF   SOCIAL   AND   REHABILITATION   SERVICES 


Fiscal  1987   

Budget   Item                                              HB   500  HB   30  Difference 

FTE                                                                    1132.07  1116.07  16.00 

Personal  Services                            $  24,785,883  $  24,248,696  $     537,187 

Operating  Expenses                              9,305,485  9,193,078  112,407 

Equipment                                           54,500                    54,500  -0- 

Total  Operating  Costs                   $   34,145,868  $  33,496,274  $     649,594 

Non-Operating  Costs                        206,229,476  201,007,758  5,221,718 

Total  Expenditures                   $240.375.344  $234.504.032  $5.871.312 

Funding 

General  Fund                                     $  77,263,254  $  72,192,738  $5,070,516 

State  Special                                            7,156,887  7,956,887  (800,000) 

Federal  Special                                    155,955,203  154,354,407  1,600,796 

Total  Funding                             $240-375.344  $234.504.032  $5.871.312_ 

SUPPLEMENTAL   REQUIREMENTS 

General  Fund  Legislative  Remaining 

Required  Reductions  Supplemental 

AFDC                                                          $2,754,761  $      (510,984)  $2,243,777 

Foster  Care                                            1,105,883  No  Action  1,105,883 

Medicaid-  Other                                    1,062,911  No  Action  1,062,911 

-  Institutions  MYTC               762,880  No  Action  762,880 

General  Assistance                                  994,653  (994,653)  -0- 

Total  Supplemental                    l^ggl^QM  iiU5J5aJ3.il  $5.175.451 

SPECIAL   SESSION  III   ACTION 

G.F.        _________  Fiscal  1987  --------    Agency 

%   Cut        General  Fund  Other  Funds  Total    %   Cut 

Across-the-Board  Cuts  -  HB  30     0.8         $  649,594  $     -0-       S  649,594     0.3 
Other  Changes 

A.  Benefit  Freeze                         $1,879,108  $   884,666     $  2,763,774 

B.  Cont.  Benefit  Savings                      90,000  (15,000)  75,000 

C.  Other  Benefit  Reductions                   261,889  -0-  261,889 

3 

D.  Limit  GA  Benefits                       1,144,852  -0-  1,144,852 

E.  Federal  Match                            923, 7174  (923,717)  -0- 

F.  Youth  Treatment  Center                     651,993  1,350,441  2,002,434 

G.  Medicaid  Waiver                           125,000  304,406  429,406 
H.  Mill  Levy                                800,000  (800,000)  -0- 
I.  Legal  Services                            50,000  -0-  50,000 

Other  Legislation 

House  Bill  7                                 11,250  -0-  11,250 

House  Bill  22                                    -0-  (1,666,000)  (1,666,000) 

Budget  Amendments                          (1,365,826)  (1,365,826)    

Total  Changes                 8_J5          §6i587i403  $_( 2^231^030)     $  4,356,373     1.9 

Footnotes  on  page  2. 


ACROSS-THE-BOARD   CUTS 

The  Governor's  across-the-board  cuts  for  the  Department  of  Social  and 
Rehabilitation  Services  were  all  contained  in  the  personal  services  and  operating 
expenses  portion  of  the  Department's  budget.  No  program  benefits  were  included 
under  these  reductions.  Except  for  the  Visual  Services  and  Vocational  Rehabilita- 
tion Programs  vacancy  savings  were  increased  by  a  varying  percent  for  a  total 
departmental  vacancy  savings  increase  of  $537,187.  In  addition,  a  total  of  16  FTE 
were  eliminated:  1)  9  new  social  worker  positions  scheduled  for  fiscal  1987  in  the 
Community  Services  Program  were  eliminated;  2)  3.5  unfilled  new  eligibility  tech- 
nician positions  were  eliminated;  3)  3  unidentified  positions  in  the  Audit  and  Pro- 
gram Compliance  were  eliminated;  and  4)  an  unfilled  .5  lawyer  was  eliminated. 
Adjustments  to  the  operating  expenses  included  a  percent  reduction  in  the  rent 
and  data  processing  budgets  as  a  result  of  a  change  in  the  rate  charged  by  the 
Department  of  Administration.  A  $100,000  contract  with  the  Montana  Legal 
Services  was  reduced  to  $50,000.  This  contract  was  to  provided  legal  assistance 
to  general  assistance  recipients  in  disability  hearings  before  the  Social  Security 
Administration  and  intended  to  reduce  the  general  assistance  caseload  by  moving 
people  off  general  assistance  and  on  to  the  Social  Security  Disability  Program. 
However,  the  contract  is  projected  to  be  under-expended  during  fiscal  1986  and 
the  Department  testified  that  reducing  the  contract  would  not  cause  major  harm  to 
the  program.  Total  reduction  in  the  operating  portion  of  the  Department's  budget 
was  $112,407. 

BENEFITS 

With  the  exception  of  the  AFDC  and  General  Assistance  Programs,  the 
following  table  shows  all  program  benefits  considered  by  the  Legislature,  the 
Governor's  proposed  reductions,  and  the  Legislative  action.  Funding  included  in 
the  table  is  general  fund  only. 


Footnotes  to  preceding  page. 

Contains      $231,268       GA      supplemental      reduction      and       $386,476       AFDC 
supplemental  reduction  but  no  actual  reduction  in  HB500. 

Includes   $124,507  in   savings   associated   with   adjustments   to  projected   AFDC 
caseload. 

3Of  the  $1,144,852,    $763,386  offsets  the  supplemental  request  and  $381,466  is 
an  actual  reduction  in  the  HB500  appropriation. 

Does  not  include  savings  in  federal  match  on  AFDC. 
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Table  1 
Program  Benefits   Considered  by  the  Legislature 


Fiscal    87 

Governor' s 

Legislative 

Adjusted 

Benefit 

Appropriated 

Proposal 

Action 

Appropriated 

Developmental   Dis. 

$   5 

,750,900 

$      546,732 

S     546,732 

$   5 

,204,168 

Modicaid-other 

11 

,261,971 

432,277 

432,277 

10 

,829,694 

State  Medical 

3 

,177,525 

151,311 

151,311 

3 

,026,214 

Sup.    Security   Income 

946,446 

99,698 

99,698 

846,748 

Youth  Treatment   Center 

651,993 

-0- 

651,993 

-0- 

Aging 

631,081 

18,324 

18,324 

612,757 

Day  Care    (prog  02) 

320,109 

38,302 

38,302 

281,807 

Medicaid  Waiver 

594,175 

15,953 

140,953 

453,222 

Extended   Employment 

298,768 

15,000 

15,000 

283,768 

Training 

200,019 

9,674 

9,674 

190,345 

Day  Care    (prog  01) 

164,489 

7,833 

7,833 

156,656 

Big  Brothers/Sisters 

169,500 

88,020 

16,950 

152,550 

Domestic  Violence 

137,146 

5,275 

5,275 

131,871 

Sub.    Adoption 

119,139 

15,000 

15,000 

104,139 

Emerg.    Gen  Assist 

100,000 

100,000 

100,000 

-0- 

Visual   Medical 

75,696 

18,205 

-0- 

75,696 

Legal   Services 

50,000 

-0- 

50,000 

-0- 

Voc .    Rehab 

47,000 

8,600 

-0- 

47,000 

Home  Health 

31,249 

16,202 

16,202 

15,047 

W.    Yellowstone 

5,577 

215 

215 

5,362 

Total 

$24,732,783 

$1^586^621 

$2,315,739 

$22 

i417.1044 

POLICY   ISSUE   A: 

BENEFIT   FREEZE 

The  Governor  proposed  freezing  most  SRS  program  benefits  at  the  fiscal  1986 
appropriation  level.  According  to  SRS  testimony,  the  benefit  freeze  would  not 
result  in  any  reduction  in  client  caseloads.  Of  $1,586,621  of  program  reductions 
contained  in  the  Governor's  proposal,  $1,272,303  are  associated  with  freezing 
program  benefits  at  the  fiscal  1986  level.  The  Legislature  did  not  approve  the 
Governor's  proposed  freeze  for  Big  Brothers  and  Sisters,  $6,520,  or  Visual 
medical,  $4,419.  The  benefit  freeze  as  it  relates  to  AFDC  and  General  Assistance 
is  discussed  under  Policy   Issue  E  and  under  supplemental  requirements. 

POLICY   ISSUE   B:    GOVERNOR'S   PROPOSED   BENEFIT   REDUCTIONS 

In  addition  to  the  benefit  freeze,  the  Governor's  proposal  contained  rec- 
ommendations for  reduction  of  $314,333  in  selected  benefit  programs.  Three  pro- 
grams: 1)  Day  Care;  2)  Subsidized  Adoption;  and  3)  Supplemental  Security 
Income   were   reduced   to  reflect  under-expenditure  rates   projected   for   fiscal   1986. 
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Of  the  $38,302  reduction  proposed  for  Day  Care,  $20,000  relates  to  projected  un- 
der-expenditures;  $15,000  was  reduced  from  the  Subsidized  Adoption  Program  for 
projected  under-expenditure,  but  an  equal  amount  of  federal  funds  were  added  to 
maintain  the  service  level;  and  $55,000  was  reduced  from  Supplemental  Security 
Income  program  as  a  result  of  projected  under-expenditures   for  fiscal  1987. 

Elimination  of  the  Emergency  General  Assistance  program  at  a  savings  of 
$100,000  was  recommended  by  the  Governor.  The  Emergency  General  Assistance 
Program  was  intended  to  assist  individuals  impacted  by  changes  made  in  the 
General  Assistance  Program  during  the  last  legislative  session.  However,  because 
the  Supreme  Court  prohibited  implementation  of  those  changes  the  Emergency 
General  Assistance  Program  is  not  needed. 

The  Governor  proposed  reducing  the  Big  Brothers  and  Sisters  Program  by 
50  percent  in  addition  to  a  freeze  on  the  benefit  level.  The  Legislature  reduced 
the  fiscal  1987  appropriation  by   10  percent  or  $16,950. 

Other  minor  benefit  reductions  recommended  by  the  Governor  were  a  $15,000 
reduction  for  Home  Health,  a  $13,786  reduction  in  Visual  Services,  a  $8,600  re- 
duction in  Vocational  Rehabilitation,  and  a  $5,432  reduction  in  Extended  Employ- 
ment Programs.  The  Legislature  adopted  these  adjustments  with  the  exception  of 
the  changes  in  the  Visual  Medical  and  Vocational  Rehabilitation  Programs. 

POLICY   ISSUE   C:    MILL   LEVY 

In  partial  support  of  state  assumption  of  the  county  welfare  programs,  each 
county  whose  welfare  program  has  been  assumed  by  the  state  must  levy  12  mills 
and  deposit  the  mill  levy  with  the  state.  The  mill  revenue  is  included  as  part  of 
SRS's  budget.  Projected  revenue  from  the  mill  levy  exceeds  the  amount  budgeted 
for  SRS  during  fiscal  1987.  Because  there  arc  no  restrictions  on  expenditures  of 
the  mill  levy  the  Legislature  increased  SRS's  authorization  for  mill  levy  revenue 
by  $800,000  and  reduced  their  general  fund  appropriation  by  a  commensurate 
amount. 

POLICY   ISSUE   D:    FEDERAL   MATCH   RATE 

During  the  1985  legislative  session,  the  legislature  anticipated  that  the  fed- 
eral match  rate  for  Medicaid,  AFDC,  and  Foster  Care  Programs  would  be  66.38 
percent.  However  recent  changes  in  the  rules  for  establishing  the  match  rate  will 
result  in  an  increase  in  the  rate  for  fiscal  1987  from  66.38  to  67.175  percent. 
This  increase  means  that  a  greater  portion  of  the  cost  of  these  program  will  be 
shifted    to    the    federal    government.      Because    the    federal    government    will   pay    a 
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greater  portion,    an  equal  amount  of  general  fund  can  be  reduced   from   SRS'   bud- 
get.   The  total  general  fund   savings  from  the  increased  federal  match  is  $923,717. 

POLICY   ISSUE   E:    GENERAL   ASSISTANCE 

As  explained  in  the  LFA  "Budget  Analysis",  the  General  Assistance  caseload 
and  payment  levels  have  far  exceeded  the  projections  made  during  the  1985  legis- 
lative session.  The  estimates  and  recommendations  contained  in  the  Governor's 
proposed  budget  were  based  on  the  original  levels  used  during  the  1985  legisla- 
tive session.  However,  during  the  committee  hearings,  the  executive  updated 
their  projections  of  the  general  assistance  caseloads,  payments,  and  expenditures 
for  fiscal  1987  which  indicated  that  if  no  changes  were  made  to  the  program,  SRS 
would  require  a  $994,653  general  fund  supplemental.  By  freezing  the  payment 
levels  at  the  fiscal  1986  level,  the  Legislature  reduced  the  supplemental 
requirement  by  $231,268.  A  second  change  in  the  program  that  was  proposed  by 
the  Governor's  office  limited  the  number  of  months  an  able-bodied  individual  could 
receive  general  assistance  benefits  to  2  months  in  a  12  month  period.  By 
adopting  this  change  in  House  Bill  33,  the  Legislature  further  reduced  the 
projected  general  fund  expenditures  for  the  program  by  $1,144,852.  With  the 
second  reduction  in  the  program,  there  is  no  longer  a  need  for  a  supplemental  for 
the  program  and  the  fiscal  1987  General  Assistance  appropriation  was  reduced  by 
$381,466.  As  adopted  by  the  Legislature,  the  projected  average  monthly  General 
Assistance  caseload  for  fiscal  1986  is  1,814  and  the  projected  average  monthly 
payment  is  $209.22.  The  following  table  shows  the  effect  of  the  Legislative  action 
on  the  General  Assistance  Program. 

Table  2 
Changes  in  the  General  Assistance  Program  for 

Fiscal  1987 


Fiscal  1987 

Appropriation 
Expenditures 


No  Change 

$4,935,767 
5,930,420 


( Supplemental )  /  Savings  $_1224J.fiS31 


Benefit  Freeze 

$4,935,767 
5,699,153 

$_176^3861 


Benefit  Freeze  Plus 
2  Month  Limit 

$4,935,767 
4,554,301 

$__38_U4£6. 


POLICY   ISSUE   F:    LEGAL   SERVICES 

For    fiscal    1987,    the    Department    was    budgeted    $50,000    for    a    contract    with 
Montana    Legal    Services    Corporation.    Under    this    contract,    legal    services    such    as 
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custody  hearings,  abuse  cases,  divorce  proceedings,  and  welfare  claims  would  be 
provided  to  the  elderly  and  low  income  persons.  To  the  extent  funds  are  avail- 
able, as  a  member  of  the  National  Legal  Services  Corporation,  Montana  Legal  Ser- 
vices must  provide  legal  assistance  to  indigent  persons  irrespective  of  any  con- 
tracts they  may  have  with  the  state.  The  Legislature  eliminated  the  contract  for 
a  general  fund  savings  of  $50,000. 

POLICY   ISSUE   G:    MEDICAID   WAIVER 

The  Medicaid  Waiver  Program  provides  community  based  services  to  low  in- 
come elderly  individuals  as  an  alternative  to  nursing  home  care.  In  addition  to 
reducing  the  Medicaid  Waiver  Program  according  to  the  Governor's  recommended 
freeze  on  benefits,  the  Legislature  further  reduced  the  fiscal  1987  appropriation 
by  $125,000  as  a  result  of  projected  under-expenditure  of  the  program 
appropriation.  The  Legislature  authorized  the  Department  to  carry  forward 
anticipated  unexpended  fiscal  1986  funds  of  approximatley  $200,000  to  be  used  to 
offset  the  reductions  made  by  the  Legislature  in  the  fiscal  1987  appropriation. 

POLICY   ISSUE   H:    YOUTH   TREATMENT   CENTER 

Within  the  Department's  Medicaid-institutions  budget  for  fiscal  1987  are 
$651,993  of  general  fund  to  reimburse  for  medicaid  eligible  youth  who  are  serious- 
ly emotionally  disturbed  and  sent  to  the  new  Montana  Youth  Treatment  Center. 
However,  the  Department  of  Institutions  has  not  been  able  to  receive  medicaid 
certification  for  the  facility  and  it  does  not  appear  likely  that  the  facility  will  be 
certified  during  fiscal  1987.  The  Legislature  reduced  the  Medicaid-institutions  ap- 
propriation by  the  $651,993  appropriated  for  the  facility.  Additionally,  the 
legislature  passed  House  Bill  36  authorizing  the  Department  of  Institutions  to  sell 
the  Youth  Treatment  Center  to  a  private  corporation.  If  the  new  owner  is  able  to 
acquire  medicaid  certification  for  the  facility  during  fiscal  1987,  SRS  will  have  to 
pay  medicaid  reimbursement  to  the  facility  and  may  need  a  supplemental 
appropriation  during  the  1987  regular  session.  The  fiscal  note  for  House  Bill  31 
estimated  a  general  fund  cost  of  $762,880  for  seven  months  of  operation. 

OTHER   APPROPRIATION   BILLS   -   HOUSE   BILL   935 

The  Alcohol  and  Drug  Treatment  Program  authorized  under  House  Bill  935  of 
the  1985  session  is  intended  to  provide  residential  alcohol  and  drug  treatment 
services     for     indigent     youth.      This     program     is     100     percent     general     funded. 
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Consistent  with  a  5  percent  reduction  in  other  general  funded  programs,  included 
in  the  Governor's  budget  was  a  recommendation  to  reduce  by  5  percent,  or 
$11,250,  the  fiscal  1987  appropriation  for  the  Alcohol  and  Drug  Treatment 
Program.      The  Legislature  adopted  this  recommendation. 

SUPPLEMENTAL  REQUIREMENTS 

Aid  to  Families  With  Dependent  Children  -  Both  the  caseload  and  payment 
levels  for  the  AFDC  program  have  significantly  exceeded  the  projections  used 
during  the  1985  legislative  session  to  establish  the  AFDC  appropriation.  Revised 
data  presented  to  the  Legislature  by  SRS  indicated  that  without  any  changes  in 
the  program  the  department  would  require  a  supplemental  of  $2,754,761.  Included 
in  the  Governor's  recommendations  was  a  freeze  on  the  payment  level  for  AFDC  at 
the  fiscal  1986  level.  By  adopting  this  recommendation,  including  the  federal 
match  charge,  and  revising  the  projected  overage  monthly  caseload  and  payment 
level,  the  Legislature  reduced  the  supplemental  requirement  $510,984.  As  adopted 
by  the  Legislature  for  fiscal  1987,  the  average  monthly  caseload  for  regular  AFDC 
cases  is  8,573  with  an  average  monthly  payment  of  $318.27.  The  Legislature  also 
adopted  a  projected  average  monthly  caseload  of  655  for  the  AFDC  unemployed 
parent  with  an  average  monthly  payment  level  of  $411.98.  However,  based  on 
SRS  projections,    the  department  will  still  require  a  supplemental  of  $2,243,777. 

Foster  Care  -  Because  there  is  an  anticipated  supplemental  of  $1,105,883,  no 
reductions  were  made  by  the  Legislature  to  the  fiscal  1987  appropriation  for  the 
Foster  Care  Program.  However,  to  maintain  the  supplemental  at  the  $1.1  million, 
language  was  added  to  House  Bill  30  specifying  that  the  foster  care  rates  for 
fiscal  1987  were  frozen  at  the  fiscal  1986  level  but,  recognizing  that  the 
Department  would  need  to  continue  to  pay  for  some  new  placements  of  children, 
allowed  the  Department  at  their  discretion  to  increase  contracts  with  in-state 
providers  with  the  intent  of  reducing  the  out-of-state  placements. 

Medicaid-other  -  Current  estimates  by  the  LFA  indicate  that  the  Department  will 
require  a  $1,062,911  supplemental  for  the  Medicaid-other  Program.  As  discussed 
in  the  LFA  "Budget  Analysis",  the  principle  cause  of  the  increased  cost  of  the 
Medicaid  Program  is  the  significant  increase  in  the  AFDC  caseload.  Although  the 
medicaid  supplemental  was  not  fully  addressed  by  the  Legislature,  testimony  by 
SRS  indicated  that  there  would  be  approximately  $3.2   million  in  savings  that  could 
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serve  to  cover  over-expenditures  in  the  Medicaid  Program.  The  savings  result 
from  anticipated  increased  third  party  reimbursement  of  $740,000  and  savings  in 
the  State  Medical  Program  and  nursing  home  medicaid  expenditures  in  excess  of 
$2.5  million.  The  $1,062,911  supplemental  estimated  remains  after  application  of 
these  savings. 

BUDGET   AMENDMENTS 


Nine  budget  amendments  were  approved  for  the  Department  of  Social  and  Re- 
habilitation  Services. 

1.  Federal  funds  of  $51,300  were  approved  for  the  Community  Services  Di- 
vision to  continue  a  program  of  informational  seminars  and  other  local  programs 
geared  towards  providing  the  elderly  with  information  about  the  aging  process 
and  services  that  are  available.  Additionally,  informational  brochures  about  aging 
services  will  be  developed  and  distributed  to  the  elderly  by  local  service  orga- 
nizations. SRS  estimates  that  approximately  65,000  elderly  citizens  will  be  served 
through  this  program.  Federal  funds  for  the  program  are  through  the  federal 
Agency  on  Aging. 

2.  State  special  funds  of  $60,000  were  approved  to  continue  the  Child 
Abuse  and  Neglect  Program  that  was  authorized  under  Senate  Bill  19  by  the  49th 
Legislature.  Services  to  be  provided  include  finalizing  the  state  plan  for  services 
to  abused  and  neglected  children,  establishing  priorities  for  allocating  trust  funds 
to  other  agencies  or  programs  to  provide  services  to  abused  or  neglected 
children,  and  monitoring  the  expenditure  of  trust  funds  allocated  to  other 
programs.  State  special  funds  for  the  program  come  through  a  $5  fee  on  filing  a 
petition  for  dissolution  of  marriage  and  a  voluntary  income  tax  check  off. 

3.  Federal  funds  of  $202,426  were  approved  to  continue  a  precertification 
investigation  of  applicants  for  federal  and  state  assistance  programs.  Under  a 
new  program  initiated  by  the  United  States  Department  of  Agriculture,  the  federal 
funding  match  for  eligibility  technicians  increased  from  44  percent  to  72  percent. 
With  the  changed  funding  match,  the  legislature  approved  SRS  using  the  existing 
general  fund  appropriation  to  hire  an  additional  5  eligibility  technician  FTE. 

4.  Federal  Job  Partnership  Training  Act  (JPTA)  funds  of  $40,000  were  ap- 
proved for  the  Vocational  Rehabilitation  Program.  These  funds  will  be  used  to 
increase  classroom  training  to  disabled  adults.  SRS  estimates  that  approximately 
10  additional  persons  will  be  served  with  these  funds. 
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5.  Federal  funds  of  $200,000  were  approved  for  the  Vocational  Rehabilitation 
Program  to  continue  the  Independent  Living  Program.  This  program  assists  indi- 
viduals who  are  too  disabled  to  qualify  for  the  regular  Vocational  Rehabilitation 
Program.  Funds  are  used  to  promote  independent  living  for  disabled  persons 
primarily  through  structural  modification  of  their  residence. 

6.  Federal  Vocational  Innovation  and  Expansion  Grant  Program  Funds  of 
$50,000  were  approved  for  the  Vocational  Rehabilitation  Program  to  assist  disabled 
youth  in  making  a  transition  from  school  to  competitive  or  supported  employment. 
The  emphasis  of  the  program  is  on  assisting  individuals  who  have  unusual  and 
difficult  problems  in  connection  with  their  rehabilitation.  The  federal  match  ratio 
for  these  funds  are  90  percent  federal  and  10  percent  general  fund.  The 
Vocational  Rehabilitation  Program  has  sufficient  general  funds  in  their  current 
fiscal  1987  appropriation  to  use  as  match  for  the  federal  funds. 

7.  State  Worker  Compensation  funds  of  $200,000  were  approved  for  use  in 
assisting  industrially  injured  workers  through  the  Vocational  Rehabilitation 
Program. 

8.  Federal  funds  of  $99,944  were  approved  for  the  Developmental  Disability 
Planning  and  Advisory  Council.  These  funds  do  not  require  a  state  match  and 
are  to  be  used  for  a  demonstration  project  for  employment -planning  for  develop- 
mentally  disabled  individuals. 

9.  Federal  funds  of  $462,156  were  approved  for  the  Disability  Determination 
Program.  These  funds  will  be  used  to  provide  medical  and  psychological  disabil- 
ity reviews.      The  program  is  funded   100  percent  with  federal  funds. 

OTHER   LEGISLATION 

House  Bill  33  requires  significant  change  in  the  state's  General  Assistance 
Program.  During  the  1985  biennium,  the  state  assumed  responsibility  for  adminis- 
tration and  funding  of  12  county  welfare  programs.  As  part  of  the  welfare 
program,  the  state  provides  a  monthly  subsistence  payment  to  individuals  and 
families  who  do  not  qualify  for  other  federally  supported  welfare  benefits  and 
provides  medical  assistance  to  needy  individuals.  House  Bill  33  amended  the 
statues  relating  to  general  assistance  to:  1)  limit  the  duration  of  assistance 
provided  to  able-bodied  persons  to  only  two  months  during  a  12  month  period;  2) 
limit  the  amount  of  the  monthly  general  assistance  payments  by  freezing  the 
monthly  benefit  payment  for  fiscal  1987  at  the  fiscal  1986  level;  and  3)  revise  the 
eligibility  standards  for  the  State  Medical  Program  to  reflect  a  recent  supreme 
court    ruling   that    allowed    the    state    to    consider    the    cost    of   private   insurance   in 
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setting  eligibility  standards  for  the  state  medical  program.  The  fiscal  impact  of 
the  changes  made  by  House  Bill  33  are  discussed  under  Policy  Issue  E:  General 
Assistance. 

House  Bill  7  reduces  the  appropriation  for  the  Alcohol  and  Drug  Treatment 
Program  for  indigent  youth.  The  1987  biennium  appropriation  for  this  program 
was  authorized  under  House  Bill  935  during  the  1985  Legislative  Session  rather 
than  under  House  Bill  500.  The  fiscal  impact  of  this  bill  is  discussed  under  Oth- 
er Appropriation   Bills  -   House  Bill  935. 

House  Bill  22  appropriates  $1,606,000  for  fiscal  1987  from  the  Exxon 
Corporation  oil  overcharge  payment  for  use  in  the  Low-income  Home  Weatherization 
Program.  These  funds  are  part  of  Montana's  share  of  the  court  settlement 
between  the  federal  government  and  the  Exxon  Corporation  for  oil  overcharges. 
Montana  received  a  total  of  $9.5  million  in  March,  1986  which,  according  to  the 
court's  requirements,  must  all  be  spent  on  energy  related  programs  such  as  home 
weatherization  or  the  Low-income  Energy  Assistance  Program  (LIEAP.)  Because 
the  state's  plan  for  expenditure  of  the  oil  overcharge  money  must  be  approved  by 
the  federal  government  prior  to  expenditure  of  any  funds,  the  appropriation  in 
House  Bill  22  was  made  contingent  upon  approval  of  the  plan  by  the  United  States 
Department  of  Energy. 

House  Bill  40  requires  the  Departments  of  Social  and  Rehabilitation  Services, 
Health  and  Environmental  Sciences,  Labor  and  Industry,  and  Institutions  to  coop- 
erate in  an  effort  to  identify  and  eliminate  any  duplication  of  services  among  the 
departments.  As  part  of  the  identification  process,  a  survey  of  each  of  the  de- 
partments' employees  will  be  conducted  for  their  recommendations  regarding  po- 
tential duplication.  A  summary  of  the  employee  recommendations  will  be  given  to 
all  legislators  on  or  before  December  1,    1986. 
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N4TUR4L  RESOURCES 

& 
COMMERCE 


SECTION  C  - 

NATURAL  RESOURCES 

General  Fund 
Legislative  Action                 X   Cuts 

General  Fund 

Other  Funds 

Total 

Across-the-Board  Cuts 

Agriculture                     5.00 

$ 

92,516 

$ 

40 , 148 

$  132,664 

State  Lands                     4.80 

324,445 

178,586 

503,031 

Fish,  Wildlife,  and  Parks         5.00 

21,678 

-0- 

21,678 

Livestock                       5.00 

33,640 

176,901 

210,541 

Commerce                        5.00 

427,611 

1,378,667 

1,806,278 

Public  Service  Commission         5.00 

85,584 

-0- 

85,584 

Natural  Resources                4.34 

241,378 

269,932 

511,310 

Total  Across-the-Board  Cuts 

$ 

1,226,852 

$ 

2,044,234 

$3,271,086 

Policy  Issues 

Utility  Tax 

S 

1,637,319 

$(1,637,319) 

$     -0- 

Parks  Funding  Switch  Trust  Interest 

411,875 

(411,875) 

-0- 

Transfer  Coal  Board's  Grant  Funds 

-0- 

1,000,000 

1,000,000 

Alternative  Energy  Grants 

-0- 

1,350,000 

1,350,000 

Energy  Monitoring 

13,571 

-0- 

13,571 

Capitol  Grounds 

-0- 

(7,700) 

(7,700) 

Rabies  Program 

67,727 

(167,727) 

(100,000) 

Water  Engineering  Bureau 

353,090 

(353,090) 

-0- 

Water  Development  and  RIT  Interest  Transfer 

946,687 

(946,687) 

-o- 

Local  Government  Block  Grant  Funding  Shift 

(6,500,000) 
SO, 069, 731) 

$ 

6,500,000 
5,325,602 

-0- 

Total  Policy  Issues 

$2,255,871 

Revenue  Issues 

Parks  Funding  Switch  Coal  Severance  Tax 

S 

1,7  30,161 

S 

-0- 

$1,730,161 

Alternative  Energy  Grants 

1,350,000 

-0- 

1,350,000 

Transfer  Coal  Board's  Grant  Funds 

s 

1,680,000 
4,760,161 

-0- 

1,680,000 

Total  Revenue  Issues 

$ 

-0- 

$4,760,161 

Total  Legislative  Action 

£ 

_2i917i282_ 

$ 

7^369^836 

$10,287,118_ 
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COMPARISON   OF   GOVERNOR'S 

BUDGET   AND 

LEGISLATIVE 

ACTION   ON 

NATURAL   RESOURCES 

GENERAL   FUND 

APPROPRIATIONS 

Governor's 

Recommended 

5   Percent 

Governor's  5   Percent 

General  Fund 

Legislative 

Reductions  by  Agency 

Reduction 
$       75,016 

$ 

Action 

$ 

Difference 

Agriculture 

92,516 

(17,500) 

State  Land? 

337,695 

324,445 

13,250 

Fish,   Wildlife,   and  Parks 

21,678 

21,678 

-0- 

Livestock 

33,640 

33,640 

-0- 

Commerce 

427,611 

427,611 

-0- 

Public  Service   Commission 

85,584 

85,584 

-0- 

Natural  Resources 

277,629 

241,378 

36,251 

Total  Governor's  5%  Reduction 

$1,258,853 

$ 

1,226,852 

$ 

32,001 

Policy  Issues 


Utility  Tax 

$1 

,637,319 

$   1 

,637,319 

$ 

-0- 

Parks  Funding  Switch  Trust 

Interest 

411,875 

411,875 

-o- 

Water  Engineering  Bureau 

100,000 

353,090 

(253,090) 

Water  Development  and   RIT 

Interest  Transfer 

625,000 

594,000 

31,000 

Rabies  Program 

-0- 

67,727 

(67,727) 

Energy  Monitoring 

-0- 

13,571 

(13,571) 

RIT   Fund  Balance 

-0- 

352,687 

(352,687) 

Local  Government  Block  Grant 

Funding  Shift 

-o- 

(6 
$(3 

,500,000) 
,069,731) 

$ 

6,500,000 

Total  Policy  Issues 

$2 

,774,194 

5,843,925 

Revenue  Issues 


Parks   Funding  Switch  Coal 

Severance  Tax 
Alternative  Energy  Grants 
Transfer  Coal  Boards  Grant 

Funds 

Total  Revenue  Issues 
Total  Action 


$1,761,000 
1,143,000 

1,630,000 


$    1,730,161 
1,350,000 

1,680,000 


$  30,839 

(207,000) 

(50,000) 


$4,534,000  $   4,760,161        $      (226,161) 

$8^.567^047  $_2JL917i282_     $_5A649a765_ 
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PUBLIC   SERVICE   COMMISSION 


Budget  Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 

Funding 

General   Fund 
Federal  Funds 
Other  Funds 

Total  Funding 


HB   500 

46.0 

$1,301,844 
456,616* 
30,362 


$1,722,903 
50,919 
15,000 

$.Im13.8^S22_ 


Fiscal  1987  - 
HB   30 

46.0 

$1,301,844 

374,998 

26,396 

$1^703^.238 


$    -0- 
1,688,238 
15,000 

$1^.703^238 


Difference 

0.00 

$     -0- 
81,618 
3,966 

$ 85^584 


$  1,722,903 
(1,637,319) 
-0- 

$ §5.,.584_ 


SPECIAL   SESSION   III   ACTION 
G.F.  ---------   Fiscal   1987 

%  Cut    General  Fund      Other  Funds 


Across-the-Board  Cuts  -  HB  30         5.0 
Refinancing  with  Utility  Tax  -  HB  45  


$        85,584  -0- 

1,637,319  $(1,637,319) 


Total  Changes 


122^2      21^.722^903     $(1,637,319) 


*lncludes  $11,233  balance  of  a  biennial  appropriation. 


Total 

$85,584 
-0- 

$85^584 


Agency 
%   Cut 

4.8 
-0- 

4.8 


ACROSS-THE-BOARD   CUTS 

The  legislature  approved  a  revised  list  of  cuts  proposed  by  the  Public 
Service  Commission.  The  cuts  include  $43,117  in  computerization  for  the  case 
management  system.  The  rest  of  the  cuts  were  in  operating  expenses  and  equip- 
ment. The  legislature  directed  the  Public  Service  Commission  not  to  cut  the 
commission's  travel  by  more  than  5  percent,  especially  the  funds  to  let  the 
commission  hold  public  hearings  outside  of  Helena. 

OTHER   LEGISLATION 

The  legislature  adopted  House  Bill  45,  the  exective  proposal  to  finance  the 
operations  of  the  Public  Service  Commission  with  a  tax  on  the  net  income  of 
regulated  companies.  The  tax  paralleled  the  tax  used  to  finance  the  Legislative 
Consumer  Counsel.  For  fiscal  1987,  the  tax  will  replace  $1,637,319  of  general 
fund.      The  tax  expires  July   1,    1987. 
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DEPARTMENT   OF 

LIVESTOCK 

Pi  c  r»  n  1     1  Q  8  7 

Budget   Item 

HB   500 

HB   30 

Difference 

FTE 

121.61 

114.61 

7.00 

Personal  Services 

$3,142,858 

$2,939,753 

$203,105 

Operating  Expenses 

1,522,115 

1,614,679 

(92,564) 

Equipment 

131,542 
$4,796,515 

131,542 
$4,685,974 

-0- 

Total  Operating  Costs 

$110,541 

Non-Operating  Costs 

2,300 
$4^798^815 

2,300 
$4^^88^274 

-0- 

Total  Expenditures 

IllQ^MI- 

Funding 

General  Fund 

$      672,790 

$      571,423 

$101,367 

State  Special 

3,538,025 

3,528,851 

9,174 

Federal  Funds 

588,000 

3ION 

588,000 
$.4^688^274 

III   ACTION   -   - 

-0- 

Total  Funding 

$iiiL54i_ 

-   -   -   -   -             Agency 

%  Cut                   General 

Fund 

Other  Funds 

Total               %  Cut 

Across -the -Board  Cuts  -  HB  30  5.0 
Policy  Issues 

Refinancing  Rabies  Control  

Total  Changes  15.1 


S  33,640        $176,901      $210,541 

67,777        (167,777)      (100,000) 
$151^367        $__9ii74_     $110,541 


4.4 


2.3 


ACROSS-THE-BOARD   CUTS 

The   legislature   approved    the   executive's   proposal   for   5   percent   reductions. 
The  reductions  are  detailed  below. 

Centralized  Services:    Eliminate  one  position  currently  not  filled,   $18,210. 

Diagnostic    Lab:    Eliminate    one    veterinarian    position    which    is    currently    not 
filled,    $45,599. 

Disease    Control:    Because   of   the    reduction    in    the    number   of   livestock,    this 
unit  was  able  to  eliminate  three  positions  currently  vacant,   $52,595. 
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Milk  and  Eggs:  Keep  vacant  a  full-time  position  for  part  of  the  fiscal  year, 
$3,483. 

Inspection  and  Control:  Because  of  the  livestock  reduction,  there  are  fewer 
animals  to  inspect  and  the  department  will  be  using  fewer  part-time  inspectors  at 
the  markets,    $37,724. 

Predator  Control:  A  new  and  faster  helicopter  has  eliminated  the  need  for 
two  positions  which  are  currently  vacant,    $51,816. 

Rabies   Control:    General  program  reduction,    $1,114. 

POLICY   ISSUE   A   -   REFINANCING   RABIES    CONTROL   PROGRAM 

The  legislature  approved  replacing  the  general  fund  in  the  Rabies  Control 
program  with  Resource  Indemnity  Trust  Interest.  This  reduced  general  fund  by 
$67,727.  The  committee  also  approved  $100,000  of  RIT  interest  to  fund  a 
strychnine  use  study  requested  by  the  executive. 

The  strychnine  use  study  is  a  three  phase  study  funded  jointly  by  the 
states  of  Montana  and  Wyoming.  The  study  is  to  determine  what  effects 
strychnine  laced  eggs  (which  are  used  to  kill  rabid  skunks)  may  have  on  other 
wild  life  and  domestic  animals. 

The  Environmental  Protection  Agency  had  banned  the  use  of  strychnine  for 
killing  rabid  skunks.  In  November  1985  the  EPA  granted  an  exception  from  the 
ban  if  Montana  and  Wyoming  would  conduct  the  study. 

The  first  phase  of  the  study  was  financed  by  the  Department  of  Public 
Health  for  approximately  $8,000.  The  $100,000  appropriation  will  finance  phases  2 
and  3. 
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DEPARTMENT   OF  AGRICULTURE 


Budget   Item 
FTE 


HB   500 


91.07 


Fiscal  1987 
HB   30 

87.56 


Difference 


3.51 


Personal  Services 

$2,186,228 

$2,123,112 

$  63,116 

Operating  Expenses 

860,462 

821,090 

39,372 

Equipment 

91,130 

90,954 

176 

Total  Operating  Costs 

$3,137,820 

$3,035,156 

$102,664 

Non-Operating  Costs 

1,290,170 

1,277,670 

12,500 

Total  Expenditures 

&L.427...990 

MA12*.816 

$115^164 

Funding 

General  Fund 

$1,500,327 

$1,425,311 

$   75,016 

State  Special 

1,146,695 

1,114,191 

32,504 

Federal  Funds 

1,366,346 

1,366,346 

-0- 

Proprietary  Funds 

261,750 

254,106 

7,644 

Other 

152,872 
$4^427^990 

152,872 
$4^312^826 

-0- 

Total  Funding 

Ml^lM 

.       Q 

PECIAL   SESSION 

TTT      APT  TOM 

G.F. 

111     At.  1  1U1N 

Agency 

%  Cut 

General 

Kund 

Other   Funds 

Total 

%  Cut 

Budget  Amendments    -   HB   21 

-0- 

$(34,958) 

$(34, 

,9580 

Across -the -Board   Cuts   -    HB 

30            5.0 

$75, 

016 

$    40,148 

$115, 

,164 

2  .  6 

Ag-Crisis-Program   -   HB  30 

17, 

500 

-0- 

17, 

,500 

Budget   Amendments   -   HB   21 

5^0 

-0 

- 

(76,662) 
$(36^514) 

(76. 

662) 
,002_ 

Total  Changes 

$2L. 

516 

1.3 

ACROSS-THE-BOARD 

CUTS 

The  Centralized  Services  Program  will  eliminate  1  FTE  in  data  processing  and 
clerical  support.      Currently  one  full-time  and  two  part-time  positions  are  vacant. 

The  Plant  Industry  Program  will  eliminate  one  vacant  position  in  one  of  the 
district  offices.  This  will  reduce  the  department  field  services  in  the  areas  of 
horticulture,  apiculture,  itinerant  merchants,  seed  sampling,  and  warehousing. 
The  executive's  revised  cut  recommendation  restored  the  5  percent  cut  in  the 
Grain  Laboratory  budget.      The  committee  approved  the  revision. 
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The  Agriculture  Development  Program  will  reduce  the  crop  and  livestock 
operating  budget. 

The  Environmental  Management  Program  will  eliminate  six  seasonal  biological 
aides.  The  main  function  of  these  positions  was  to  report  and  investigate  insect 
and  weed  problems  around  the  state.  The  Integrated  Pest  Management  Program 
will  be  eliminated.  This  program  was  designed  to  find  natural  remedies  to  pest 
problems.  In  addition,  grasshopper  surveillance  and  other  insect  surveys  will  be 
reduced. 

ACROSS-THE-BOARD  CUTS   -   HOUSE   BILL   11   -   SPECIAL   SESSION   2 

The    agriculture  crisis    center    operating    budget    will    be    reduced    by    $17,500 

general    fund.       This  appropriation    is    contained    in    House    Bill    11    of    the    March 
special  session . 

BUDGET   AMENDMENTS 

The  legislature  approved  budget  amendments  for  fiscal  1986  and  fiscal  1987. 

1.  The  legislature  approved  $1,250  for  fiscal  1986  and  $1,750  for  fiscal  1987 
for  evaluation  of  the  use  of  certain  chemicals  to  kill  ground  squirrels.  The  funds 
are  from  the  Chempar  Chemical  Company  to  test  whether  certain  rodenticides 
which  kill  ground  squirrels  present  a  hazard  to  other  animals. 

2.  The  legislature  appropriated  $33,708  in  fiscal  1986  and  $74,912  in  fiscal 
1987  to  allow  the  department  to  employ  up  to  three  additional  grain  lab  positions 
if  necessary.  Because  of  increased  grain  analysis,  the  department  requested 
additional  personnel.  The  positions  will  be  financed  with  state  special  revenue 
funds  generated  from  fees  charged  for  grain  testing. 
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DEPARTMENT   OF 

STATE   LANDS 

-   Fiscal  1987  - 

Budget  Item 

HB   500 

HB   30 

Difference 

FTE 

303.08 

303.08 

0.00 

Personal  Services 

$  7,097,086 

$   7,058,668 

$   38,418 

Operating-  Expenses 

5,594,819 

5,518,316 

76,503 

Equipment 

553,003 

548,159 

4,844 

Total  Operating  Costs 

$13,244,908 

$13,125,143 

$119,765 

Non-Operating  Costs 

6,901,788 

6,518,522 

383,266 

Total  Expenditures 

$20^146^696 

$19^.643^.665 

$5Q3A031 

Funding 

General  Fund 

$   6,753,899 

$   6,429,454 

$324,445 

State  Special 

3,385,850 

3,216,558 

169,292 

Federal  Funds 

9,821,069 

9,821,069 

-0- 

Proprietary  Funds 

185,878 

176,584 

9,294 

Total  Funding 

$20^.146^696 
SPECIAL   SESSION   ] 

$19^643^.665 
[II   ACTION   - 

$503^031 

G.F.                   

-   Fiscal   1986   - 

Agency 

%  Cut                 General 

Fund 

Other  Funds 

Total 

X  Cut 

Budget  Amendments  -  HB  21 

-0- 

(363,075) 

(363, 

,075) 

Across-the-Board   Cuts   -   HB 

30                4.8                         $324,445 

$   178,586 

$    503, 

,031 

2.5 

Total    Changes 

fr.8                         §^24^445 

$_178i586_ 

S_503j031 

2^5 

ACROSS-THE-BOARD 

CUTS 

The  legislature  approved  the  Governor's  5  percent  reductions  with  the 
exception  of  $13,250  general  fund  which  had  been  proposed  to  be  taken  from 
payments  in  lieu  of  taxes  to  counties  with  large  state  land  holdings.  The 
reductions  are  detailed  below. 

Centralized  Management 
Reduce  the  aviation  revolving  account  -  $9,294.      This  account  is  used  to  pay 
for    the    maintenance    and    operation    of    the    department's    aircraft.       It    is    funded 
through  an  hourly  rate  charged  the  aircraft's  user. 


110- 


Reduce  the  development  of  the  trust  fund  management  data  processing 
system  -  $19,975.  For  the  1987  biennium  the  legislature  appropriated  $870,103  for 
the  system.  The  system  was  financed  with  resource  development  funds.  Because 
the  revenues  aren't  available,  the  planned  expenditures  have  been  reduced  by  the 
department  to  approximately  $540,000  for  the  biennium.  Therefore  this  reduction 
of  appropriations  by  $19,975  is  just  a  part  of  the  overall  reduction  of  $330,000. 

Reclamation  Division 

Reduce  the  Environmental  Analysis  Bureau  -  $38,415.  This  unit  no  longer 
exists  so  this  cut  does  not  affect  any  active  program.  It  was  funded  with 
environmental  impact  fees. 

Reduce  equipment,  travel,  and  contract  services  in  the  coal,  hard 
rock,    and  open  cut  mine  regulation  programs  -  $52,084. 

Resource  Development 
Reduce  capital  outlay  -  $46,329.  This  program  is  funded  by  the  resource 
development  account  whose  revenues  are  derived  from  a  portion  of  the  income 
from  state  lands.  The  5  percent  reduction  in  appropriations  will  not  affect  the 
program  because  the  department  had  previously  reduced  the  planned  expenditures 
in  line  with  the  known  revenue  shortfall. 

Forestry  Division 
Eliminate    capital    equipment    purchases,    $272,364    financed    with    general    fund 
and    $64,570   financed    with   state   special   revenues.      In    fiscal    1987    the   legislature 
appropriated    $493,336    for    equipment    purchases,    replacements,    and    parts.       The 
equipment  is  primarily  used  for  forest  fire  suppression. 

BUDGET   AMENDMENTS 

The  legislature  approved  two  budget  amendments: 

1.  For  fiscal  1986,  the  legislature  approved  $58,075  of  proprietary  funds  for 
an  engine  replacement  in  the  department's  UH   1-B   Helicopter. 

2.  For  fiscal  1986,  the  legislature  approved  $305,000  of  state  special 
revenue  funds  to  treat  and  discharge  mine  processing  water  at  a  mine  site  in 
Fergus  County.  The  funds  are  from  an  insurance  settlement  with  the  mining 
company's  insurance  company. 
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DEPARTMENT   OF   NATURAL   RESOURCES   AND   CONSERVATION 


Budget   Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Funding 

General  Fund 
State  Special 
Federal  Funds 

Total  Funding 


HB   500 

253.79 

$   6,264,655 

4,776,858 

51,497 

$11,093,010 
1,627,952 

_12_.720o.96_ 


$  5,552,574 
5,986,865 
1,181,523 

iI2o.720j.962 


Fiscal   1987   - 
HB   30 

251.79 

$   6,100,135 

3,471,917 

49,767 

$   9,621,819 
1,224,262 

$100,846^.081 


$  3,997,848 
5,656,073 
1,192,160 

$100.8460.081 


Difference 

2.00 

$      164,520 

1,304,941 

1,730 

$1,471,191 
403,690 

$lo.874o.881 


$1,554,726 
330,792 
(10,637) 

Mo.8_74j.881_ 


Across-the-Board  -  HB  30 


Across-the-Board  Cuts  -  HB  30 
Policy  Issues 

A.  Alternative  Energy  Grants 

B.  Energy  Monitoring 

C.  Water  Engineering 

D.  Offset  General  Fund 
Budget  Amendments  -  HB  11 


Total  Changes 


r_i^i/\i_    „ 

5—.OOHJ1N      111     _\V- 

1  1U1N 

-  Agency 

X  Cut 

General   Fund 

Other  Funds 

Total 

%  Cut 

0.0 

-0- 

$1,250 

$1,250 

A. 3 

$      241,378 

S      269,932 

$      511,310 

4.0 

-0- 

-0- 

1,350,000 

1,350,000 

-0- 

-o- 

13,571 

-o- 

13,571 

-o- 

353,090 

(353,090) 

-0- 

946,687 

(946,687) 

-0- 

-0- 

-0- 

(281,457) 
$ 38_,698_ 

(281,457) 
___________ 

____ 

$1,554,726 

14.7 

GENERAL  FUND  REVENUE  TRANSFER 


Revenue  Issues 

A.   Alternative  Energy 
Grants  -  HB  39 


__________ 


-0- 
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ACROSS-THE-BOARD   CUTS 

Centralized  Services:  Leave  1.5  FTE  positions  in  the  Cartography  and 
Publications  Bureau  vacant;  reduce  the  Board  of  Natural  Resources'  budget 
$9,000. 

Oil  and  Gas:      Keep  two  field  inspector  positions  vacant. 

Conservation  Districts:  Reduce  division  operating  expenses  -  $9,270; 
reduce  pass-through  grants  to  counties  -  $5,000;  reduce  the  saline  seep 
project  -  $3,500. 

Water  Resources:  A  part-time  administrative  clerk  and  a  hydropower  engi- 
neer position  will  remain  vacant;  six  stream  flow  gauging  stations  will  be 
eliminated;  vacant  positions  in  the  Water  Rights  Bureau  will  be  kept  vacant; 
aerial  photo  purchases  will  be  cut;  water  rights  decree  mailings  by  the 
water  court   will  be  reduced;    equipment  purchases  will  be  reduced. 

Energy  Division:  Reduce  alternative  energy  grants  and  loans;  keep  an 
administrative  position  and  a  coal  analyst  position  vacant;  reduce  other  general 
operations. 

POLICY   ISSUE  A:      DELAY   ALTERNATIVE   ENERGY   LOANS   AND   GRANTS 

The  legislature  approved  the  executive  proposal  that  $1,143,000  of 
alternative     energy     funds     be     reallocated     to     the     general     fund.  After     the 

$1,143,000  transfer,  there  remained  a  projected  year-end  balance  of  $607,000. 
The  executive  had  recommended  that  the  remaining  balance  of  $607,000  be  used  to 
retrofit  at  least  eight  state  buildings.  The  legislature  reduced  the  remaining 
balance  of  alternative  energy  funds  by  $207,000  and  transferred  the  funds  to  the 
general  fund. 

The  alternative  energy  research  development  and  demonstration  account  re- 
ceives a  percentage  of  the  coal  trust  funds.  The  account's  funds  are  used  to  fi- 
nance grants  and  loans  for  energy  conservation  projects.  House  Bill  30  reduced 
the  alternative  energy  program  appropriation  by  the  $1,350,000.  House  Bill  39 
transferred  these  alternative  energy  funds  to  the  general  fund. 

POLICY   ISSUE   B   -  ENERGY   MONITORING 

The  legislature  reduced  the  energy  monitoring  program  by  one-half  or 
$13,571.  The  program  was  established  in  1979  to  provide  information  on  energy 
consumption  and  supply.  It  was  to  alert  the  Governor  to  any  potential  disruption 
in  the  energy  supply  and  the  necessary  action  which  could  be  taken.  Since  1979 
the  state  has  never  had  a  serious  energy  supply  disruption,  therefore  the 
legislature  reduced  this  program  by  50  percent. 
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POLICY  ISSUE  C  -  GENERAL  FUND  REPLACEMENT  IN  WATER  ENGINEERING 
BUREAU 

The  legislature  replaced  $353,090  of  general  fund  in  the  Water  Engineering 
Bureau  with  water  development  funds.  This  eliminates  all  general  fund  support 
for  the  Engineering  Bureau. 

POLICY  ISSUE  D  OFFSET  GENERAL  FUND  WITH  RIT  INTEREST  AND  WATER 
DEVELOPMENT   FUNDS 

The  legislature  approved  the  following  to  offset  general  fund  in  the  Water 
Resource       Division:  1)       transferring       $169,000       from       DNRC's       RIT       grant 

administration  appropriation.  The  executive  had  proposed  transferring  $200,000; 
2)  transferring  $300,000  of  RIT  interest  from  the  environmental  contingency 
account;  3)  transferring  $352,687  of  a  projected  $396,312  RIT  interest  fiscal  1987 
fund  balance;  and  4)  transferring  $125,000  of  water  development  funds 
appropriated  for  an  emergency  grant  account.  The  total  general  fund  offset  was 
$946,687.  Please  refer  to  the  Long-Range  Planning  Section  for  more  information 
on  the  program  reduction  in  the  RIT  and  water  development  capital  programs. 

BUDGET   AMENDMENTS 

The  legislature  appropriated  two  budget  amendments  for  fiscal  1987. 
1.        $226,950  of  federal  funds: 

A.  $42,596  for  the  Super  Good  Cents  Program.  The  purpose  of  the 
Super  Good  Cents  Program  is  to  educate  builders  on  energy-efficient  housing 
construction. 

B.  $10,000  from  the  Bonneville  Power  Administration  which  has  agreed 
to  reimburse  state  agencies  for  travel  expenses  to  enable  the  agencies  to 
participate  in  meetings  on  regional  issues,   policies,   and  programs. 

C.  $54,674  for  the  Bonneville  Power  Administration,  Technical 
Assistance  Program.  These  are  carryover  funds  from  fiscal  1986  and  will  be 
used  to  provide  technical  assistance  and  information  on  electrical  energy 
conservation  to  local  governments,  commercial  business,  agricultural 
consumers  and  the  general  public  in  the  Bonneville  Power  Administration's 
service  area  in  the  western  third  of  Montana. 

D.  $108,780  from  the  U.S.  Department  of  Energy,  Energy  Extension 
Service  Program.  These  are  carryover  funds  from  fiscal  1986  and  will  be 
used  to  provide  technical  assistance  and  information  on  energy  conservation 
in  buildings  to  local  governments  and  other  institutional  audiences, 
agricultural  consumers  and  the  general  public. 
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E.       $10,900    in     federal    oil    overcharge     funds.       These    are    carryover 

funds    from    fiscal    1986    and    will    be    used    to    provide    information    on    energy 

efficient    home   designs   including   superinsulated   and   passive   solar  techniques 

to  builders  and  individuals  who  are  planning  to  construct  new  homes. 

2.        $54,507   of  federal  funds   which  are  appropriated  in   Centralized   Services 

for    the    indirect    costs    of    the    above    energy    grants.       Centralized    Services    will 

provide     administrative     support     including     payroll     processing,      preparation     of 

financial  reports  sent  to  federal  agencies,    preparation  of  reimbursement   requests, 

and  other  related  fiscal  and  administrative  activities. 
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DEPARTMENT  OF  FISH,    WILDLIFE,    AND   PARKS 


Budget  Item 
FTE 


HE-   500 


494.07 


Fiscal  1987 
HB   30 

494.07 


Difference 


0.00 


Personal  Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Funding 

General  Fund 
State  Special 
Federal  Special 
Proprietary  Funds 

Total  Funding 


$12,620,012 

$12,620,012 

$  -0- 

8,097,589 

8,083,611 

13,978 

1,286,064 

1,286,064 

-0- 

$22,003,665 
3,612,824 

$25^616,489 


^25^616^489 


$21,989,687 
3,612,824 

i25j.602j.511 


!5^602J511 


$13,978 
-0- 

$_13j.978 


$   433,553 

$    -0- 

$  433,553 

16,120,939 

16,540,514 

(419,575) 

6,868,693 

6,868,693 

-0- 

2,193,304 

2,193,304 

-0- 

&__13j.978_ 


Across-the-Board  Cuts  -  HB  30 
Policy  Issues 

A.  Parks  Funding  Switch  - 

Trust   Interest 

B.  Capitol   Grounds 


Total  Changes 


-   SPECIAL   SESSION    III   ACTION   - 

G.F. Fiscal   1987 

%  Cut  General    Fund  Other   Funds 


5.0 


95.0 


100.0 


21,678 


S     All, 875 
-0- 

$      433,553 


s 


-o- 


8(411,875) 
(7,700) 


Total 


$21  ,678 


-0- 

(7,700) 


$Iztl2i.5ZL)  $13,978 


Agency 
%  Cut 

.08 


.06 


GENERAL   FUND   REVENUE   TRANSFER 

Revenue   Issues 

A.      Parks  Funding  Switch   - 

Coal   Severance  Tax   -   HB  15     ---  $iiZ22iI§I 


$    -0- 


-0- 


ACROSS-THE-BOARD   CUTS 

The  Parks  Program  will  be  reduced  by  $21,678,  a  0.6  percent  reduction. 
The  executive  had  proposed  that  state  special  revenue  and  proprietary  funds  be 
cut  by  5  percent  or  a  total  of  $915,712.  The  legislature  rejected  this  executive 
proposal. 
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POLICY  ISSUE  A  -  REPLACE  THE  GENERAL  FUND  IN  PARKS  AND  RECREATION 
WITH  FISH,  WILDLIFE,  AND  PARKS/HISTORICAL  SOCIETY  TRUST  FUND 
INTEREST 

The  executive  had  proposed  replacing  the  $411,875  of  general  fund 
appropriated  for  operating  the  Parks  and  Recreation  Program  with  trust  fund 
interest.      The  legislature  approved  the  executive  proposal. 

POLICY   ISSUE   B   -   CAPITOL   GROUNDS   FUNDING 

The  department  requested  that  a  shortfall  of  $7,700  in  revenues  for 
maintenance  of  the  capitol  grounds  be  restored  with  park  acquisition  trust  fund 
interest.  The  shortfall  was  in  the  department's  proprietary  fund  which  finances 
the  capitol  grounds  maintenance.  The  proprietary  fund  was  inadequate  because 
all  the  agencies  who  pay  into  the  fund  had  their  funding  reduced  five  percent. 
Therefore  to  keep  the  capitol  grounds  at  the  same  level  of  maintenance  the 
legislature  appropriated  $7,700  of  park  acquisition  trust  fund  interest. 

REVENUE  ISSUE  A  -  DIVERT  COAL  SEVERANCE  TAX  REVENUE  FROM  THE  FISH, 
WILDLIFE,  AND  PARKS/HISTORICAL  TRUST  FUND  TO  THE  GENERAL  FUND 

The     executive     proposal     would     divert     fiscal     1987,      1988,     and     1989  coal 

severance  tax   revenues   from   the  trust   fund  to  the   general  fund.      For  fiscal  1987 

it    is    estimated    that    $1,730,161     would    be    the    trust    fund's    share    of    the  coal 

severance  tax.  The  legislature  enacted  House  Bill  15  which  diverted  the 
severance  tax  revenues  from  the  trust  fund  to  the  general  fund. 
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DEPARTMENT   OF   COMMERCE 


Budget  Item 
FTE 


HB   500 


275.10 


Fiscal   1987 
HB   30 

272.35 


Difference 


2.75 


Personal  Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Funding 

General  Fund 
State  Special 
Federal  Special 
Proprietary 

Total  Funding 


$  7,417,252 

6,390,533 

52,605 

$13,860,390 
40,423,275 

$51,.2SiL665 


$  8,552,210 

24,233,129 

17,885,900 

3,612,426 

$54^283^665 


$  7,278,461 

5,917,440 

27,070 

$13,222,971 
38,290,806 

$51^513^777 


$  8,124,599 

22,071,473 

17,885,900 

3,431,805 

$51.513.777 


$   138,791 

473,093 

25,535 

$   637,419 
2,132,469 

$-2J.769J.888 


$   427,611 
2,161,656 
-0- 
180,621 

$20.7.69^888 


-SPECIAL   SESSION   III   ACTION 


Across-the-Board  Cuts  -  HB  30 
Science  and  Technology  -  HB  30 
Policy  Issues 

A.  Transfer  Coal  Board 

Grant  Funds 
C.  Local  Government  Block  Grant 
Funding  Shift 


G.F. 
%  Cut 

r>.0 


Total   Changes 


General   Fund 
$        W7.61] 

-0- 

(6,500,000) 
$(6,072,389) 


Fiscal  1987 
Other  Funds 

.  14?,  277 
36 , 390 


1,000,000* 

6,500,000 

$8i878i667_ 


Total 

$1,769,888 
(6,390 


1,000,000 

-0- 


Policy  Issues 

A.   Transfer  Coal  Board 
General  Funds 


(71.0) 
GENERAL  FUND  REVENU  !  TRANS 


$2^806^278 


$1,680,000* 


-0- 


-0- 


Agency 
%   Cut 

3.4 


5.2 


*$1,000,000  transferred  from  fiscal  1987  and  $680,000  transferred  from  iiscal  1986. 

ACROSS-THE-BOARD   CUTS 

A.       Business    Regulation    and    License    Support:       Reduce    contract    services, 
communication,    and  travel  -   $3,755. 
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B.  Weights  and  Measures:  Eliminate  1.5  FTE  inspector  positions.  One 
position  is  currently  vacant  -  $21,734. 

C.  Milk  Control:  General  program  reductions,  largely  ($6,482)  in  travel  - 
$13,729. 

D.  Building  Codes:  Reduce  travel,  personal,  and  contract  services.  All 
funds  reduced  are  state  special  revenue  funds  financed  by  fees  charged  to  build- 
ing,  electrical,    and  plumbing  contractors  -  $48,060. 

E.  Professional  Occupational  Licensing:  Eliminate  temporary  help  during 
peak  registration  periods;    reduce  board  travel  -   $109,937. 

F.  Financial:  Eliminate  one  bank  examiner.  The  division  currently  has 
4.5   positions  vacant   -   $37,914. 

G.  Aeronautics:  The  Aeronautics  Board  would  hold  five  meetings  instead 
of  six;  defer  equipment  purchases.  Appropriated  fund  reductions  are  aeronautics 
state  special  revenue  derived  primarily  from  aviation  fuel  tax  and  the  West 
Yellowstone  airport  proprietary  fund  -  $33,865. 

H.  Transportation:  Reduce  funds  passed-through  to  local  governments  - 
$3,750;  reduce  travel  -  $12,344;  reduce  contract  services  -  $6,300;  other 
reduction   -  $2,337. 

I.  Business  Assistance:  Reduce  the  "Made  in  Montana"  promotion;  reduce 
business  location  advertising  25  percent;  discontinue  the  contract  with  the  49th 
Parallel  Institute.  The  Institute  is  currently  studying  the  impact  of  freer  vs. 
restricted  trade  with  Canada  -  $35,918. 

J.  Montana  Promotion:  General  administrative  reductions;  reduce  trade 
magazine  advertising;  reduce  the  number  of  publications  printed  by  50,000;  re- 
duce the  exhibits  and  advertising  for  group  travel  promotion;  reduce  from  seven 
to  four  the  number  of  publicity  familiarization  tours;  reduce  consumer  sports, 
travel  and  ski  shows  from  nine  to  four;  reduce  summer  magazine  advertising  by 
four  ads  -  $62,198. 

K.  Local  Government  Assistance;  Reduce  travel  and  eliminate  spring 
workshop  on  capital  facilities  planning;  reduce  the  Coal  Board's  contract  services 
for  the  review  of  grant  applications.  No  reduction  is  taken  from  hard  rock  min- 
ing board  -  $97,883. 

L.  Local  Government  Audit:  Eliminate  18  audits  of  medium  sized  local 
government  units.  Local  government  units  will  have  to  contract  with  private 
firms  for  the  audits  -  $48,973;  reduce  district  court  reimbursements 
($157,644   general   fund)    -   $206,617. 
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M.  Local  Government  Systems:  Reduce  the  amount  of  coal  tax  distributed 
to  counties  for  planning  by  $33,628;  reduce  local  government  systems  operating 
expenses  by  $16,550;  reduce  the  Local  Government  Block  Grant  distribution 
($75,000   general  fund,    $794,150  local  block  grant   funds)   -  $919,328. 

N.  Economic  Analysis:  The  Governor's  Council  on  Economic  Development 
will  be  able  to  function  the  equivalent  of  one-half  year;  economic  analysis 
functions  related  to  computer  processing  will  be  halted;  travel  will  be  reduced  - 
$13,799. 

O.  Indian  Affairs  Coordinator:  Keep  the  secretarial  positions  vacant  for 
the  first   3   months   of  fiscal    1987   -   $5,339. 

P.  Health  Facilities  Authority:  Reduce  quality  and  frequency  of  the 
Authority's  newsletter;  reduce  attorney  contract  which  provides  help  to  structure 
and  close  loans  and  bond  and  note  issues;     reduce  travel  -  $6,334. 

Q.  Economic  Development  Board:  Delay  hiring  a  loan  officer  and  reduce 
travel  -  $18,954. 

R.  Science  and  Technology:  Reduce  grants.  This  program  is  funded  with 
alternative  energy  funds  -  $36,390. 

S.  Board  of  Housing:  Reduce  the  costs  associated  with  mortgage  pools. 
This  board  is  funded  with  board  of  housing  funds  -  $62,699. 

T.  Director /Management  Services:  Eliminate  a  programmer/analyst  position 
paid  from  Centralized  Services  revolving  fund;  reduce  $87  of  the  County  Printing 
Board's  general  fund  -  $32,428. 

U.       Legal:      Reduce  operating  costs  -  $14,676. 

POLICY   ISSUE   A:      REDIRECT   COAL   SEVERANCE   TAX   TO   GENERAL   FUND 

The  executive  had  proposed  that  $1,630,000  of  coal  severance  tax  originally 
allocated  to  the  Coal  Board  for  local  grants  be  redirected  to  the  general  fund. 
The  $1,630,000  was  made  up  of  two  parts:  1)  $630,000  from  fiscal  1986  Coal 
Board  allocation  of  coal  severance  tax,  and  2)  $1,000,000  from  fiscal  1987 
allocation.  The  legislature  approved  this  proposal  but  increased  the  amount 
transferred  in  fiscal  1986  to  $680,000.  House  Bill  30  reduced  the  Coal  Board's 
spending  authorization  by  $1,680,000  and  House  Bill  23  redirected  $1,680,000  of 
Coal  Board's  coal  severance  tax  to  the  general  fund. 

OTHER   ISSUES   A:      BUSINESS   ASSISTANCE   DIVISION 

The  legislature  voted  to  require  that  the  Business  Assistance  Division  docu- 
ment jobs  and  other  economic  development  that  will  justify  the?  division's  con- 
tinued funding. 
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POLICY   ISSUE   D:      LOCAL   GOVERNMENT   BLOCK   GRANT 

The  legislature  enacted  House  Bill  14  which  had  two  major  provisions. 
First,  it  amended  the  Local  Government  Block  Grant  Program  basic  statute  by 
stipulating  that  state  funds  were  to  be  distributed  to  the  extent  they  were  avail- 
able. Therefore,  any  projected  revenue  shortfall  would  not  create  a  financial 
obligation  for  the  state. 

Prior  to  this  amendment,  the  Department  of  Commerce  had  been  reimbursing 
counties  the  total  amount  certified.  In  fiscal  1986,  there  was  less  revenues  avail- 
able for  reimbursement  than  was  certified  by  the  counties.  To  compensate  for 
the  difference,  the  department  took  a  general  fund  loan  (pledging  future  oil 
severance  tax  to  repay  the  loan)  to  fully  fund  the  reimbursement.  In  fully 
funding  the  fiscal  1986  reimbursement,  the  department  created  a  projected 
$7,576,914   deficit  to  fully   fund  the  fiscal   1987   reimbursement. 

The  second  major  provision  was  a  general  fund  appropriation  of  $6.5  million 
to  reduce  the  projected  program  deficit.  The  appropriation  would  reduce  the 
deficit  from  $7.6  million  to  $1.1  million.  Based  upon  a  fully  funded  program  cost 
of  $17,253,000,   the  program  will  be  funded  at  94  percent. 

Table  1  details  the  biennial  budget  for  the  program.  Included  in  table  1  is 
the  dollar  amounts  for  the  Lewis  and  Clark  County  District  Court  judgement.  At 
the  time  of  printing,  this  judgement  was  being  appealed  to  the  state  Supreme 
Court.  A  decision  is  expected  in  late  fall  1986  and  if  the  Supreme  Court  reaf- 
firms the  District  Court  decision,  the  state  would  be  liable  for  approximately  $2.2 
million . 
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Table  1 
Local  Government  Block  Grant  Program 


LGBG  Program  Costs 

Revenues 

Oil  Severance   Tmx 
Vehicle  Fees 
General   Fund 
Fiscal  1986 
Fiscal   1987 

Total  Revenues 

Shortfall  to  be  Prorated 


Fiscal   1986 


1,470,000 
1,039,128 


Fiscal  1987 


-0- 

6,885,872 


Biennium 
Total 


$16,813,747  $17,253,000  $34,066,747 


$11,991,519  $   6,977,114  $18,968,633 

2,313,100  2,313,100  4,626,200 


1,470,000 
7,925,000 


$16,813,747  $16,176,086  $32,989,833 

$ zQr__         $__Ij.076.l914         ^_1J.Q76J.914 


Lewis  and  Clark  Fiscal  1982-84  Payment 
Lewis  and  Clark  Fiscal  1985-86  Payment 
Lewis  and  Clark  Fiscal   1987   Payment 

Total  Lewis  and  Clark  Payment 


*Prior  to  House  Bill  14. 


$  1,016,958 
797,864 
407,421 

$-2^222^243 


The  Lewis  and  Clark  County  payment  is  a  result  of  a  recent  District  Court 
decision  that  ordered  the  state  to  pay  Lewis  and  Clark  County  for  a  miscalculation 
in  the  Local  Government  Block  Grant  amount  the  county  was  eligible  to  receive 
from  the  state.  For  the  fiscal  period  between  fiscal  1982  and  1984,  the  state  owes 
Lewis  and  Clark  County  $1,016,958,  and  for  the  time  period  of  fiscal  1985  and 
1986,  the  state  may  owe  Lewis  and  Clark  County  $797,864.  The  estimated  cost  in 
fiscal  1987  to  Lewis  and  Clark  County  would  be  $407,421  (this  is  based  on  pro- 
rating the  fiscal  1987  available  funds).  The  payment  to  Lewis  and  Clark  County 
has  been  broken  down  into  the  three  time  periods,  because  the  District  Judge's 
decision  required  the  state  to  correct  the  error  for  the  fiscal  1982  to  fiscal  1984 
period.  The  decision  only  covers  this  period  of  time  because  the  lawsuit  was 
initiated  in  1984,  and  the  three  fiscal  years  were  the  period  of  time  for  which  the 
county  was  seeking  reimbursement.  Since  the  county  has  won  the  argument,  they 
may  also  be  eligible  to  receive  reimbursement   for  the  other  time   periods. 
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As  stated  earlier,  a  Supreme  Court  decision  is  expected  in  late  fall  1986.  If 
the  Court  decides  before  March  1,  1987  (the  date  the  distribution  to  the  counties 
is  made)  in  favor  of  Lewis  and  Clark  County,  then  the  state  will  be  faced  with 
either  a  supplemental  to  fund  the  judgment  or  the  judgment  costs  would  have  to 
be  taken  out  of  available  block  grant  funds.  The  latter  course  would  reduce  the 
amount  available  to  be  prorated  to  all  the  other  counties  to  81  percent  of  the  full 
authorization.  If  the  judgment  is  made  after  March  1,  1987,  depending  upon 
when  the  judgment  is  made  it  could  require  a  fiscal  1987  supplemental  or  could 
become  part  of  the   1989  biennium  budget. 
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INSTITUTIONS 


SECTION   D   -   INSTITUTIONS 


Legislative  Action 

Across-the-Board  Cuts 
Director' s  Of  lice 
Management  Services 
Alcohol  and  Drug  Abuse  Div. 
Corrections 
Women's  Corrections 
Mental  Health 
Mountain  View  School 
Pine  Hills  School 
Prison  Care  and  Custody 
Prison  Industries  Training 
Swan  River  Forest  Camp 
Montana  Developmental  Center 
Center  for  the  Aged 
Eastmont  Training  Center 
Veteran's  Home 
Montana  State  Hospital 
Montana  Youth  Treatment  Center 
Board  of  Pardons 

Total  Across-the-Board  Cuts 

Policy  Issues 

Corrections  -  Mens  Tre-Release 
Mountain  View  Detention  Center 

Total  Policy  Issues 

Other  Legislation 

Sell  Montana  Youth  Treatment  Center 

Total  Legislative  Action 


General  Fund 
%   Cut 

Gene 

ral  Fund 

-  -  Fiscal  1987  -  -  • 
Other  Funds 

Total 

3.4 

s 

18,974 

$  -0- 

$ 

18,974 

5.0 

44,331 

-0- 

44,331 

5.0 

10,980 

17,232 

28,212 

3.0 

120,818 

-0- 

120,818 

5.0 

34,705 

-0- 

34,705 

2.6 

111,827 

-o- 

111,827 

4.0 

62,967 

-0- 

62,967 

1.0 

26,804 

-0- 

26,804 

1.0 

115,921 

-o- 

115,921 

1.0 

1,455 

-0- 

1,455 

4.0 

33,530 

-o- 

33,530 

0.0 

-0- 

-0- 

-0- 

2.0 

50,096 

-0- 

50,096 

2.0 

41,618 

-0- 

41,618 

5.0 

23,836 

-0- 

23,836 

2.0 

357,683 

-0- 

357,683 

0.0 

-0- 

-0- 

-0- 

5.0 

$1 

8,309 
,063,854 

-0- 

$1 

8,309 

1.8 

$17,232 

,081,086 

s 

32,856 

-0- 

32,856 

$ 

102,000 
134,856 

-0- 

S 

102,000 

S  -0- 

134,856 

nter 

Si 

,259,537 

$  -0- 

$1 

,259,537 

$2 

,458^247 

$17^232 

$2 

,475,479 

Note:  The  legislature  reduced  the  fiscal  1986  and  fiscal  1987  pre-release  center  appropriation  by 
332,856  each  year.  Therefore  the  total  general  fund  reduced  for  for  the  biennium  amounts  to 
$2,491,103. 
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COMPARISON   OF   GOVERNOR'S   BUDGET   AND   LEGISLATIVE   ACTION  ON 
INSTITUTION'S   GENERAL   FUND   APPROPRIATIONS 


Governor's  5   Percent 
Reductions  by  Agency 


Governor's 
Recommended 

5   Percent 
General  Fund 
Reduction 


Central  Office 

Mountain  View   School 

Pine  Hills  School 

Prison   Care  and   Custody 

Pinson   Industries   Training 

Swan   River   Forest   Camp 

Montana  Developmental  Center 

Center  for  the  Aged 

Eastmont   Training  Center 

Veteran's  Home 

Montana  State   Hospital 

Montana  Youth  Treatment   Center 

Board  of  Pardons 


Total  Governor's  5%  Reductions  $1,157,290 

Policy  Issues 

Corrections-Men's  Pre-Release  $         -0- 
YEP  110,169 

Mountain  View   Detention   Center         102,000 
Lighthouse  Drug  Program  162,947 

Total  Policy  Issues  375,116 

Other  Legislation 

Sell  Montana  Youth  Treatment 

Center  $         -0- 

Total  Action  $1J.5_32J.406 


Legislative 
Action 


$1,063,854 


$   65,712 
-0- 
102,000 
-0- 

167,712 


Difference 


$   438,330 

$  341,635 

$ 

96,695 

62,967 

62,967 

-0- 

26,804 

26,804 

-0- 

115,921 

115,921 

-0- 

1,455 

1,455 

-0- 

33,530 

33,530 

-0- 

-o- 

-0- 

-0- 

50,096 

50,096 

-0- 

41,618 

41,618 

-0- 

23,836 

23,836 

-0- 

354,424 

357,683 

(3,259) 

er     -0- 

-0- 

-0- 

8,309 

8,309 

-0- 

$         93,436 


(65,712) 
110,169 
-0- 

162,947 

207,404 


$1,259,537  $(1,259,537) 


L49U103 


$1958^6971 
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DIRECTOR'S 

OFFICE 

IIB   500 

Rudget  Item 

rlSCdl    Ijo  ( 
IIB   30 

Difference 

FTE 

10.0 

10.0 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

$512,120 
39,364 
-0- 

$495,114 
37,396 
-0- 

$17,006 
1,968 
-0- 

Total  Expenditures 

$551^484. 

$532*510 

$18^974 

Funding 

General   Fund 


$551^484 


$.532^510 


$18^974 


SPECIAL   SESSION   III   ACTION 


Across-the-Board  Cuts 


IB   30 


G.F. 
%  Cut 

3.4 


General   Fund 


$18,974 


Fiscal  1987 
Other  Funds 

$  -0- 


Total 


$18j974 


Agency 
%   Cut 

3.4 


ACROSS-THE-BOARD   CUTS 

The  legislature  approved  the  Governor's  recommendation  for  across-the-board 
reductions  of  $18,974  in  the  Director's  Office  of  the  Department  of  Institutions. 
Although  this  reduction  amounts  to  3.4  percent  of  the  total  general  fund  in  the 
Director's  Office,  it  amounts  to  a  5  percent  reduction  if  the  $172,000  appropriated 
for  expected  worker's  compensation  overruns  is  excluded   from  the  total. 
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MANAGEMENT   SERVICES   DIVISION 


Budget   Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total   Expenditures 

Funding 

General  Fund 


IIP   500 

30.0 

$679,160 

206,195 

1,272 

$886^627 


$886^627 


Fiscal  1987  - 
HB   30 

30.0 

$645,203 

195,885 

1,208 

$842^296 


$.842^296 


Difference 


0.1 

10 

$33 

,957 

10 

,310 

64 

144 

L33I 

144^331 


Across-the-Board   Cuts    -    1!B   30 


-   SPECIAL   SESSION   III   ACTION   - 
C.F.  _________    Flsca]     L987 

%  Cut  General    Fund  other   Funds 


5.0 


$44^331 


$    -0- 


Tol  .i  I 


$44^331 


Agency 

%  Cut 

5.0 


ACROSS-THE-BOARD   CUTS 

The  legislature  approved  the  Governor's  recommendation  for  across-the-board 
reductions  in  the  Management  Services  Division  of  the  Department  of  Institutions. 
The  overall  general  fund  reduction  of  5  percent  amounts  to  $44,331.  These  re- 
ductions are  allocated  proportionately  across  the  budget  within  the  Management 
Services  Division. 
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ALCOHOL 

AND   DRUG 

ABUSE 

DIVISION 

HB   500 

Budget   Item 

r  lSCc-ll    I  Jo  I 

HB   30 

Difference 

FTE 

10.0 

10.0 

0.00 

Personal   Services 
Operating  Expenses 
Equipment 

$      272,359 

99,874 

3,000 

$      259,848 

95,290 

2,863 

$12,511 

4,584 

137 

Total  Operating   Costs 
Non-Operating  Costs 

$      375,233 
1,272,302 

$      358,001 
1,261,322 

$17,232 
10,980 

Total  Expenditures 

$1^647^535 

$1^619^323 

128^212 

Funding 

General  Fund 
State  Special 
Federal  Special 

$      219,592 

344,383 

1,083,560 

$      208,612 

327,151 

1,083,560 

$1^.619^323 

$10,980 
17,232 
-0- 

Total  Funding 

$28^212 

SPECIAL   SESSION   III 

/\U  i  IUi.il 

Agency 

G.  F. 

% 

Cut 

General 

Fund 

Other   Funds 

Total 

%  Cut 

Across-the-Board  Cuts   -   HB 

30 

5^0 

$10 ,' 

380 

$17_j232 

528^12 

111 

ACROSS-THE-BOARD 

CUTS 

The  legislature  approved  the  Governor's  recommendation  for  across-the-board 
reductions  in  the  Alcohol  and  Drug  Abuse  Division  of  the  Department  of 
Institutions.  The  overall  general  fund  reduction  of  5  percent  amounts  to  $10,980. 
The  state  special  alcohol  funds  were  also  reduced  5  percent  or  $17,232  for  an 
overall  division  reduction  of  $28,212  or  1.7  percent.  The  state  special  alcohol 
fund  reductions  are  allocated  proportionately  across  the  operating  budget  within 
the  Alcohol  and  Drug  Abuse  Division.  The  general  fund  was  reduced  from  the 
non-operating  portion  of  the  budget   which  is   grants  to  local  drug  programs. 
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CORRECTIONS   DIVISION 


Budget   Item 
FTE 


HB   500 


91.5 


Fiscal  1987 
HB   30 


91.5 


Difference 


0.00 


Personal   Services 
Operating  Expenses 
Equipment 

$2,069,202 
772,511 
-0- 

$2,007,877 
748,690 
-0- 

$   61,325 
23,821 
-0- 

Total  Operating  Costs 
Non-Operating  Costs 

$2,841,713 
1,188,512 

$2,756,567 
1,119,984 

$  85,146 
68,528 

Total  Expenditures 

$4^.030^225 

$.3^876^551 

$153^674 

Funding 

General  Fund 
State  Special 
Other 

$4,027,276 

250 

2,699 

$4X03(L225 
-    -    SPECTAT.    SESSION    TTT 

$3,873,602 

250 

2,699 

$3^876^.551 
ACTION 

$153,674 
-0- 
-0- 

Total  Funding 

$.153^674 

G.F. 
%  Cut 

General 

Fund 

-   Fiscal   1986   ------    -              Agency 

Other   Funds                  Total                 %  Cut 

Policy  Issues    -   HB   30 

A.    Pre-release   depreciation 


S32j,856 


S32.856 


Across-the-Board  Cuts   -   IIP.    10 
Pol  icy   Issues 
A.    Pre-release  depreciation 

Total    Changes 


G.F. 

Agency 

%  Cut 

Ge 

neral   Fund 

Other   Funds 

Tot.il 

%  Cut 

3.0 

$120,818 

,818 

3.0 

.8 

32,856 
$153^674 

-0- 

32,856 
$153,674 

.8 

3^8 

$   -0- 

3.8 

ACROSS-THE-BOARD   CUTS 

The  legislature  approved  the  Governor's  recommended  across-the-board 
reductions  for  the  Corrections  Division  of  the  Department  of  Institutions.  The 
general  fund  cut  of  3.0  percent  is  a  savings  of  $120,818.  The  across-the-board 
cuts  are  allocated  proportionately  in  the  division's  budget. 
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POLICY   ISSUES   -   PRE-RELEASE   DEPRECIATION 

In  addition  the  committee  reduced  the  general  fund  by  $32,856  in  fiscal  1986 
and  1987  for  the  contract  pre-release  centers  to  adjust  for  depreciation 
appropriated  twice  during  the  1985   regular  session. 
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MENTAL   1 

UEALTIi 

l   AND   RESIDENTIAL 

SERVICES   DIVISION 

HB   500 

Pi  ar»!jl     1  087 

Budget   Item 

HB   30 

Difference 

FTE 

5.0 

5.0 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

$      179,934 
70,412 
-0- 

$      170,937 
66,895 
-0- 

$     8,997 
3,517 
-0- 

Total  Operating  Costs 
Non-Operating  Costs 

%      250,346 
5,221,369 

$      237,83? 
5,122,056 

$   12,514 
99,313 

Total  Expenditures 

&L47JU715 

$5^.359^888 

$111^827 

Funding 

General  Fund 
Federal  Special 

$4,236,539 
1,235,176 

$5^471^7.15 
SPECIAL   SESSION 

$4,124,712 
1,235,176 

$5^359^888 
III   ACTION 

$111,827 

-o- 

Total  Funding 

MI.UMZ 

G.F. 

X  Cut                   General 

Fund 

•    -   Fiscal    1987   -   - 
Other  Funds 

Total 

Agency 
%  Cut 

Across-Che-Board  Cuts   -   HB 

30            2. 

6                           $111,827 

&    -0- 

$111,827                   2.0 

ACROSS-THE-BOARD 

CUTS 

The  legislature  approved  the  Governor's  recommendation  for  across-the-board 
reductions  in  the  Mental  Health  Division  of  the  Department  of  Institutions.  The 
overall  general  fund  reduction  of  2.6  percent  amounts  to  $111,827.  A  total  of 
$99,313  of  the  $111,827  is  applied  to  the  community  mental  health  center  contract 
appropriation.  The  other  reductions  are  allocated  proportionately  across  the 
budget. 
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MOUNTAIN   VIEW   SCHOOL 


Budget  Item 

Actual 

Fiscal 

1984 

Actual 

Fiscal 

1985 

FTE 

64.05 

64.05 

Personal  Service 
Operating  Expense 
Equipment 

$1,274,535 

238,737 

20,920 

$1,329,278 

300,528 

40,929 

Total  Expenditures 

QJiMJM 

11^670^735 

Fund  Source 

After  2%         Approp. 
Fiscal  Fiscal        %  Change 

1986  1987  FY85-FY87 


64.49 


64.49 


General  Fund 
Other  Funds 
Federal  and  Other 

Total  Funds 


$1^639^559     $1_l723.*877 


$1,423,512  $1,588,110  $1,571,405  $1,654,597 

-0-                       -0-  2,000  2,000 

110,680                82,625  66,154  67,280 

$li£21»192  $U67(L735  $1.639.559  11^723^877 


0.69 


$1,392,081   $1,474,735      10.9 
245,003     246,992     (17.8) 
2,475       2,150     (94.7) 


3.2 


4.2 
(18.6) 


3.2 


SPECIAL   SESSION   III   ACTION 

ISSUES Fiscal  1987 

General  Fund        Other  Funds 


1.    2   Percent   Cuts 


$(33,092) 


■0 


Note:      Fiscal  1986  does  not  include  general  fund  in   House  Bill  667  of  $63,200  for 
building  modifications  for  a  juvenile  detention  facility,   and  $187,777  to 
operate  the  detention   facility. 


Mountain  View  School  is  responsible  for  the  care,  education,  and  rehabilitation  of 
juvenile  girls  committed  to  the  school  by  district  courts.  The  school  is  budgeted  for 
an  average  daily  population  (ADP)  of  45  in  the  1987  biennium .  Through  the  first  six 
months  of  fiscal  1986  the  school  has  experienced  an  average  daily  population  of  53, 
compared  with  48  ADP  in  fiscal  1985.  The  fiscal  1986  ADP  figure  includes  1.4  aver- 
age daily  census  of  the  new  5-bed  youth  detention  center  initiated  as  a  result  of 
House   Bill  667. 

The  legislature  deleted  a  1.0  FTE  accounting  specialist  at  the  agency's  request. 
The  overall  increase  is  made  up  of  pay  plan  increases  of  $81,945   and  vacancy  savings 
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achieved  in  fiscal  1985  of  $62,392.  The  decrease  in  operating  expense  results  from 
the  transfer  of  $17,308  medical  costs  to  the  central  office,  the  reduction  of  a  psycho- 
logical services  contract  by  $8,919,  and  the  over  expenditure  by  the  school  of  their 
allocated  general  fund  operating  expense  budget  in  fiscal  1985  by  $29,296.  Equipment 
for  fiscal  1987  includes  one  hand-held  two-way  radio  costing  $750,  and  a  mobile  truck 
two-way  radio  costing  $1,400. 


ISSUE   1:    REDUCE   FISCAL   1987    GENERAL   FUND   BUDGET   BY   2    PERCENT   OR   $33,092 
If  the  fiscal  1987  budget   was  reduced  2  percent  consistent  with  the  Governor's  2 


percent    cuts   in   fiscal    1986,    $33,092    of   general    fund    would    be    saved, 
table  reflects  the  reductions  at  the  first  expenditure  level. 


The    following 


Table  1 

Application  of  2   Percent   Cuts  to  Fiscal   1987 

Mountain  View   School 


Fiscal  1987 


2%  Cuts 


Expenditures 

Personal  Services 
Operating  Expenses 
Equipment 

$1,474,735 

246,992 

2,150 

Total 

11^723^877 

Funding 

General  Fund 
State  Special 
Federal  &   Other 

$1,654,597 

2,000 

67,280 

Total 

$LJ2Uill 

$28 

309 

4 

741 

42 

$33^092 

$33 

092 

-0- 

-0- 

$33^.092 

Revised 
Fiscal   1987 


$1,446,426 

242,251 

2,108 

$L..69QJ.785 


$1,621,505 

,000 

67,280 

11^690^785 


Option  A:       Reduce  the  fiscal  1987   general  fund  $33,092 
Option  B :       Take  no  action. 
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PINE   HILLS   SCHOOL 


Budget   Item 
FTE 


MB   500 


llfi.97 


Fiscal  1987 
HB   30 


116.97 


Difference 


0.00 


Personal   Services 

$2,565,299 

$2,543,873 

$21,426 

Operating   Expenses 

644,122 

638,744 

5,378 

Equipment 

-0- 

-0- 

-0- 

Total  Operating  Costs 

$3^209^421 

&LI82..617 

$26^804 

Funding 

General  Fund 

$2,680,399 

$2,653,595 

$26,804 

State  Special 

41,467 

41,467 

-0- 

Federal  Special 

212,555 

212,555 

-0- 

Other 

275,000 
&L205L421 

275,000 

-0- 

Total  Funding 

$26^804 

SPECIAL   SESSION   III 

ACTION 

G.F. 
%  Cut 

General    Fund 

-    -    Fiscal   1987    -   - 
Other  Funds 

Total 

Agency 
%  Cut 

Across-the-Board  Cuts   -   HB 

30 

1  .0 

$26^804 

$:o: 

S26i§04 

■Jl 

ACROSS-THE-BOARD 

CUTS 

The  legislature  approved  the  Governor's  recommendation  for  across-the-board 
reductions  for  the  Pine  Hills  School.  The  overall  general  fund  reduction  of  1 
percent  amounts  to  $26,804.  These  reductions  are  allocated  proportionately 
across  the  budget. 
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MONTANA 

STATE 

PRISON-CARE 

AND 

CUSTODY   PROGRAM 

Picp-,1       1  OQ7 

Budget  Item 

IIB   500 

HD   30 

Difference 

FTE 

379.78 

379.78 

0.00 

Personal   Services 

$   8,826,718 

$   8,739,108 

$  87,610 

Operating  Expenses 

2,907,036 

2,878,725 

28,311 

Total  Operating  Costs 

SULlStLZSJ 

$11^617^833 

$115^921 

Funding 

General  Fund 

$11,592,121 

$11,476,200 

$115,921 

State  Special 

50,637 

50,637 

Federal  Special 

90,996 
$11^.733^754 

-    -    SPECIAL    KF.SSTON 

III 

90,996 
$11.1.617^833 

A  TTTON    -    - 

-0- 

Total  Funding 

$115.921 

G.F 

-    Fiscal    1987    -    - 

Agency 

%  Cut                   General   Fund 

Other  Funds 

Total 

%  Cut 

Across -the- Board   Cuts   -   HB 

30            1.0 

$115,921 

L2z 

8115^921                1.0 

ACROSS-THE-BOARD 

CUTS 

The  legislature  approved  the  Governor's  recommendation  for  across-the-board 
reductions  for  the  Montana  State  Prison  Care  and  Custody  Program.  The  overall 
general  fund  reduction  of  1  percent  amounts  to  $115,921.  These  reductions  are 
allocated  proportionately  across  the  budget. 
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MONTANA   STATE   PRISON-INDUSTRIES   TRAINING   PROGRAM 


Budget  Item 

FTE 

Personal   Services 
Operating  Expenses 

Total  Operating  Costs 

Funding 

General  Fund 
Other 

Total  Funding 


HB   500 

2.75 

$   81,247 
245,897 

$327^144 


$145,487 
181,657 

$_327U44 


Fiscal   1987 
HB   30 

2.75 

$   81,247 
244,442 

$325_,.689 


$144,032 
181,657 

$.325^689 


Difference 

0.00 

$  -0- 
1,455 

51^455 


$1,455 
-0- 

$1^455 


SPECIAL   SESSION   III   ACTION   -   - 

G.F.        _____._..  Fiscal  1987 
%   Cut        General  Fund      Other  Funds 


Total 


Agency 
%   Cut 


Across-the-Board  Cuts  -  HB  30 


1.0 


?Ii^55 


$-0- 


$1,455 


ACROSS-THE-BOARD   CUTS 

The  legislature  approved  the  Governor's  recommendation  of  across-the-board 
reductions  for  the  Montana  State  Prison  Industries  Training  Program.  The  overall 
general  fund  reduction  of  1  percent  amounts  to  $1,455.  These  reductions  are 
allocated  to  the  utilities  budget. 
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SWAN   RIVER   FOREST   CAMP 


Budget   Item 

HB   500 

-  -   Fiscal  1987  -  - 
HB    30 

Difference 

FTE 

26.83 

26.83 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

$658,221 

290,725 

3,650 

$952J.596 

$633,312 

282,104 

3,650 

$919^066 

$24,909 
8,621 
-0- 

Total  Operating  Costs 

$33JL530_ 

Funding 

General  Fund 
State  Special 
Federal  Special 

$838,862 
74,284 
39,450 

$805,332 
74,284 
39,450 

$33,530 
-0- 
-0- 

Total  Funding 


$952^596 


$9190.226 


$33^530 


SPECIAL   SESSION   III   ACTION   -   - 

-   G.F.  -___,____   Fiscal   1987 

%  Cut  General   Fund  Other  Funds 


Total 


Agency 

X  Cut 


Across-the-Board   Cuts   -   HB   30 


4.0 


$33^530 


S-o- 


$33,530 


3.5 


ACROSS-THE-BOARD   CUTS 

The  legislature  approved  the  Governor's  recommendation  of  across-the-board 
reductions    for    the    Swan    River    Forest    Camp.    The   overall    general    fund    reduction 
of  4   percent   amounts   to   $33,530.      These    reductions    arc   allocated    proportionately 
across  the  budget  except   for  the  equipment  budget   which,   is  all   federally    funded 
through  a  vocational  training  grant. 
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EASTMONT   TRAINING   CENTER 


Budget   Item 
FTE 


HB   500 


93.02 


Fiscal  1987 
HB   30 

93.02 


Difference 


0.00 


Personal  Services 

$1,735,784 

$1,701,067 

$34,717 

Operating  Expenses 

347,554 

340,664 

6,890 

Equipment 

559 

548 

11 

Total  Operating  Costs 

i2j.083j.897 

Mj.042j.279 

SM-ifUS 

Funding 

General  Fund 

$2,080,897 

$2,039,279 

$41,618 

State  Special 

3,000 
$2j.083j.897 

3,000 
$-2j.042j.279 

-0- 

Total   Funding 

$41j.618 

SPECIAL   SESSION   III 

A  PTIOM     . 

l\\s  1  Iv'lN 

Agency 

• L  • 

% 

Cut 

General   Fund 

Other  Funds 

Total 

%  Cut 

Across-the-Board   Cuts   -   HB 

30 

2 

^0 

$4ij6ia 

t£z 

$41,618 

2^0 

ACROSS-THE-BOARD 

CUTS 

The  legislature  approved  the  Governor's  recommendation  for  across-the-board 
reductions  for  the  Eastmont  Training  Center.  The  overall  general  fund  reduction 
of  2  percent  amounts  to  $41,618.  These  reductions  are  allocated  proportionately 
across  the  budget. 
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MONTANA   VETERAN'S    HOME 


Budget   Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 

Funding 

General  Fund 
State  Special 
Federal  Special 

Total  Funding 


-   -   Fiscal   1987   -   - 

HB   500 

HB   30 

Difference 

74.50 

74.50 

0.00 

$1,351,243 

$1,333,542 

$17,701 

527,755 

521,777 

5,978 

12,000 

11,843 

157 

$1^.890^998 


$      476,719 

20,764 

1,393,515 

$1^890^.998 


$1^867^162 


$      452,883 

20,764 

1,393,515 

$lJ.867J.lfi2 


.$23^836 


$23,836 
-0- 
-0- 

$23J.836 


Across-the-Board   Cuts   -   HB   30 


SPECIAL   SESSION   III   ACTION   -   - 

G.F.        ______-_-  Fiscal  1987 

%   Cut        General  Fund      Other  Funds 


5.0 


$23,836 


$-0- 


Total 


$23,836 


Agency 
%   Cut 

1 . 3 


ACROSS-THE-BOARD   CUTS 

The  legislature     approved  the  Governor's  recommendation   for  across-the-board 
reductions     for    the     Veteran's     Home.     The    overall    general    fund    reduction    of    5 
percent     amounts     to     $23,836.        These     reductions     are     allocated     proportionately 
across  the  budget. 
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MONTANA   STATE 

HOSPITAL 

HB   500 

Budget  Item 

rlbCdl    Lvo I 

HB    30 

Difference 

FTE 

701.2 

701.2 

0.00 

Personal  Services 
Operating  Expenses 

$16,431,804 
3,143,575 

$16,128,942 
3,088,754 

$302,862 
54,821 

Total  Operating  Costs 

$IiL575_j}79 

$19JL217_L696 

$357^683 

Funding 

General  Fund 
State  Special 
Federal  Special 

$17,884,144 

1,686,132 

5,103 

$19^.575^379 

$17,526,461 

1,686,132 

5,103 

$19^217^696 

$357,683 
-0- 
-0- 

Total  Funding 

$357^683 

SPECIAL   SESSION 

ITT 

ACTION 

G.F.                   

%  Cut                  General   Fund 

-   -   Fiscal   1987   -   - 
Other  Funds 

Total 

Agency 
%  Cut 

Across-the-Board  Cuts   -   HB 

30 

2.0                           $357^683 

S-o- 

$357^83                1.8 

ACROSS-THE-BOARD 

CUTS 

The  legislature  approved  the  Governor's  recommendation  for  across-the- 
board  reductions  for  the  Montana  State  Hospital.  The  overall  general  fund 
reduction  of  2  percent  amounts  to  $357,683.  These  reductions  are  allocated 
proportionately  across  the  budget.  The  policy  option  proposed  by  the  Governor 
to  close  the  Lighthouse  Program  at   Galen  was  not  approved. 
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MONTANA   YOUTH   TREATMENT    CENTER 

Budget  Item 

HB   500 

-   Fiscal  1987   

HB   30 

Difference 

FTE 

112.26 

112.26 

0.00 

Personal   Services 
Operating  Expenses 

$2,112,381 
399,326 

$1,053,093 
199,077 

$1,059,288 
200,249 

Total  Expenditures 

$2^511^707 

$1J.252J.170 

$1^59*537 

Funding 

General  Fund 
State  Special 
Federal  Special 

$2,442,087 
28,065 
41,555 

$2^511^707 

$1,182,550 
28,065 
41,555 

$1^252^170 

$1,259,537 
-0- 
-0- 

Total  Funding 

$1^.259^537 

SPECIAL   SESSION 

III 

a  pTinH 

Ai'  i  lurs 

Other  Legislation 
Sell  Montana  Youth 

Treatment   Center   -   HB 

%  Cut                  General 
36                   51.6                     $1^259^ 

Fund 
537 

Other  Funds 

§ro- 

Totc 
$1^259; 

il                 %  Cut 
537              50.1 

The  legislature  approved  the  proposed  sale  of  the  Montana  Youth  Treatment 
Center  to  a  private  corporation  by  passing  House  Bill  36.  House  Bill  36  sets  the 
minimum  sale  price  at  $3,275,000  plus  $103,000  for  S.I.D.s,  and  spells  out  other 
conditions  of  the  sale.  House  Bill  30  was  amended,  based  on  the  approval  of 
House  Bill  36,  to  reduce  the  general  fund  appropriation  by  $1,259,537.  The  bill 
also  provides  authorization  to  request  a  supplemental  in  the  event  the  sale  does 
not  occur  or  if  it  is  delayed  beyond  December  1,  1986.  In  addition,  the  language 
provides  that  $33,000  of  the  reduced  appropriation  be  used  for  expenses  directly 
related  to  the  sale  of  the  Center  as  required  by  House  Bill  36.  These  expenses 
include  employee  relocation,   advertising,   and  review  committee  expenses. 

The  Montana  Youth  Treatment  Center  has  been  unable  to  obtain  medicaid  cer- 
tification since  opening  in  April,  1985.  This  is  due  primarily  to  staffing  defi- 
ciencies as  cited  by  the  medicaid  review  teams.  Due  to  the  additional  cost  of 
addressing  these  deficiencies,  and  the  uncertainty  of  becoming  certified,  the 
department  introduced  House  Bill  36  to  sell  the  center  to  a  private  provider. 
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House  Bill  36  requires  the  successful  bidder  to  make  available  a  minimum  of  40 
beds  for  youth  committed  under  the  Montana  Youth  Court  Act.  In  addition,  the 
buyer  must  accept  responsibility^  for  the  youth  in  the  facility  at  the  time  of  the 
sale  without  per  diem  reimbursement  from  the  Department  of  Institutions.  This 
does  not  preclude  the  buyer  from  obtaining  medicaid  certification  and  billing 
medicaid  for  services  to  these  youth.  The  buyer  must  maintain  hospital  licensure 
as  a  psychiatric  hospital  as  well  as  demonstrate  at  the  time  of  the  purchase,  their 
ability  to  meet  the  standards  of  the  joint  commission  on  accreditation  of  hospitals 
(JCAH)  for  adolescent  psychiatric  facilities  and  the  certification  standards  of  the 
health  care  financing  administration  (KCFA)  for  inpatient  psychiatric  services  for 
individuals  under  the  age  of  21.  The  buyer  must  agree  to  provide  services  to 
medicaid  eligible  and  indigent  patients  and  accept  emergency  psychiatric 
admissions. 
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BOARD  OF  PARDONS 

r lscdi    Luo i 

Budget  Item 

HB  500 

HB   30 

Difference 

FTE 

4.0 

4.0 

0.00 

Personal  Services 

$127,444 

$121,072 

$6,372 

Operating  Expenses 

38,737 

36,800 

1,937 

Total  Operating  Costs 

$166^.181 

&15.1A1Z 

S.IL.309 

Funding 

General  Fund 

$166^181 

$157^872 

NT     TTT      SPTTHM 

$8^309 

G.F. Fiscal  1987 

%   Cut        General  Fund      Other  Funds 


Total 


Agency 
%   Cut 


Across -the -Board  Cuts  -  HB  30 


5.0 


$8,309 


$-0- 


$8,309 


5.0 


ACROSS-THE-BOARD   CUTS 

The  legislature  approved  the  Governor's  recommendation  for  across-the- 
board  reductions  for  the  Board  of  Pardons.  The  overall  general  fund  reduction  of 
5  percent  amounts  to  $8,309.  These  reductions  are  allocated  proportionately 
across  the  budget . 
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EDUCATION 


SECTION   E   -   OTHER   EDUCATION 


Legislative  Action 

Across-the-Board  Cuts 

Board  of  Public  Education 
Fire  Services  Training  School 
School/Deaf  and  Blind 
School 

Audiological  Services 
OPI-State  Administration 
OPI-Distrib  to  Public  Schools 
Vo-Techs 

Montana  Arts  Council 
Montana  Historical  Society 
Montana  State  Library 

Total  Across-the-Board  Cuts 

Policy  Issues 

User  Fees  at  Fire  Services  Training  School 
Utilize  Education  Trust  Interest  Fund 
Balance--Vo  Techs 

Total  Policy  Issues 

Total  Legislative  Action 


General  Fund 

-  -  Fiscal  1987  - 

%   Cut 

General  Fund 

Other  Funds 

Total 

5.0 

S    5,196 

$     -0- 

$    5,196 

5.3 

12,227 

-0- 

12,227 

.6 

11,640 

-0- 

11,640 

25.7 

173,000 

-0- 

173,000 

2.0 

47,925 

-0- 

47,925 

5.0 

1,789,637 

-0- 

1,789,637 

5.0 

224,464 

-0- 

224,464 

5.0 

5,815 

-o- 

5,815 

5.0 

55,662 

-0- 

55,662 

5.0 

27,204 

22,309 

49,513 

4.9 

$2,352,770 

S  22,309 

$2,375,079 

lOOl 

9,000 

(9,000) 

$  -0- 

$   115,467 

$(115,467) 

$   -0- 

S   124,467 

$(124,467) 

$   -0- 

$2J.477_1237 

$(102jl58) 

$2,375,079 
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COMPARISON   OF   GOVERNOR'S   BUDGET   AND   LEGISLATIVE   ACTION  ON 
OTHER  EDUCATION   GENERAL   FUND   APPROPRIATIONS 


Governor's  5   Percent 
Reduction   by   Agency 

Board  of  Public  Education 
Fire   Services   Training  School 
MT   School  for  Deaf  and  Blind 
MSDB   -  Audiological   Services 
OPI-State  Administration 
OPI-Distrib.    to  Public   Schools 
Vo-Tech  Centers 
Montana  Arts   Council 
Montana  Historical  Society 
Montana  State  Library 

Total  Governor's  5%  Reductions 

Policy  Issues 


Governor's 
Recommended 

5   Percent 
General  Fund 

Reduction 


Legislative 
Action 


Difference 


$    5,196 

$ 

5,196 

$ 

-0- 

12,227 

12,227 

-0- 

49,912 

11,640 

38,272 

85,037 

173,000 

(87,363) 

112,963 

47,925 

65,038 

1,789,637 

1 

,789,637 

-0- 

317,882 

224,464 

93,418 

5,815 

5,815 

-0- 

55,662 

55,662 

-0- 

27,204 

$2 

27,204 
,352,770 

-0- 

$2,462,135 

$ 

109,365 

User  Fees  at  Fire  Services 

Training  School 
Utilize  Education   Trust   Interest 

Fund  Balance  -  Vo-Techs 

Total  Policy  Issues 
Total  Action 


$    -0- 

$    9,000 

$   (9,000) 

-o- 

115,467 
$   124,467 

(115,467) 

$   -o- 

$(124,467) 

$2^462^135 

$2^477^237 

$-_il5J.IQ21 
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SUPERINTENDENT   OF  PUBLIC   INSTRUCTION 


Program 

State  Administration 
Dist.    to  Public  Schools 
Vo-Tech  Centers 

Total  Expenditures 

Funding 

General  Fund 
State  Special 
Federal  Special 

Total  Funding 


HB   500 

$  5,603,975 

40,176,574 

8,709,831 

I54j.490j.380 


$42,941,281 
4,327,650 
7,221,449 

$54j.490_.38Q 


Fiscal  1987  - 
HB   30 

$   5,556,050 

38,386,937 

8,485,367 

552j.428j.354 


$40,683,788 
4,443,117 
7,221,449 

$52j.348j.354 


Difference 

$   47,925 

1,789,637 

224,464 

_>2j.062_.Q26_ 


$2,177,493 
(115,467) 
-0- 

I2j.062j.026_ 


-   -   SPECIAL   SESSION   III   ACTION   - 
GF  __________   Fiscal   1986 

%   Cut       General  Fund        Other  Funds 


Total 


Agency 
%   Cut 


Policy  Issues  -  HB  30 

Secondary  Vo-Ed  0_2 


$80j,000 


-0- 


$80,000 


Across-the-Board  Cuts 

-  HB  30  4.8 

Policy  Issues  -  HB  30 

A.   Funding  Switch        0. 3 

Total  Changes  -  HB  30     5.3 


$2,062,026 

115,467 

$2,177,493 


Fiscal  1987 

S   -o- 

(115,467) 
$(115,467) 


$2,062,026 

-0- 
$_?_062_02_ 


3.8 


3.9 


The  general  fund  was  reduced  $80,000  in  fiscal  1986  in  the  Office  of  Public 
Instruction's  distribution  to  public  school  program  because  the  1987  biennium 
secondary  vocational  education  grant  appropriated  in  fiscal  1986  was  reduced  by 
this  amount. 

The  overall  general  fund  reduction  in  fiscal  1987  in  the  Office  of  Public  In- 
struction is  $47,925  in  the  state  administration  program,  $1,789,637  in  the  dis- 
tribution to  public  schools  program,  and  $339,931  at  the  vocational  technical  cen- 
ters,   for  a  total  general  fund  reduction  of  $2,177,493. 
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POLICY   ISSUE   FISCAL   1986:      SECONDARY    VO-ED   GRANTS 

The  legislature  approved  a  16.6  percent,  or  $80,000  general  fund  reduction 
in  the  secondary  vocational  education  grant  to  public  schools.  The  secondary 
vocational  education  grant  has  $400,000  remaining  in  the  1987  biennial  general 
fund  appropriation.  Because  this  was  a  biennium  appropriation,  the  entire 
appropriation  was  made  in  fiscal   1986. 

ACROSS-THE-BOARD   CUTS 

The  legislature  approved  across-the-board  cuts  totaling  $2,062,026  within  the 
Office  of  Public  Instruction  and  its  programs  and  subagencies.  The  majority  of 
these  reductions  will  occur  in  the  distribution  to  public  schools  program  as  il- 
lustrated in  table  1. 


Table  1 
Office  of  Public  Instruction   Special  Session   III  Across-The-Board   Cuts 

Fiscal   1987 


Total 

-  -  -   General 

Fund 

GF 

Program 

Program 

87   Approp 

Cut 

%   Cut 

%  Cut 

State  Administration 

$   2,396,270 

$        47,925 

2.0 

0.9 

Distribution  to  Public  Schools 

Special  Education 

28,801,733 

1,440,087 

5.0 



Special  Ed  Contingency 

400,000 

-0- 





Transportation 

6,086,000 

304,300 

5.0 



School  Lunch 

655,000 

32,750 

5.0 



Gifted   &   Talented  Grants 

100,000 

5,000 

5.0 



State  Impact  Aid 

13,000 

7,500 

57.7 



Total  Dist.   to  Public  Schools 

$36,055,733 

$1,789,637 

5.0 

4.5 

Vocational  Technical  Centers 

Billings 

$        796,177 

$        39,809 

5.0 

2.3 

Butte 

766,474 

38,324 

5.0 

2.8 

Great   Falls 

776,857 

38,843 

5.0 

2.7 

Helena 

1,288,488 

64,424 

5.0 

3.0 

Missoula 

861  ,282 

43,064 

5.0 

2.2 

Total  Vo-Techs 

$   4,489,278 

$      224,464 

5.0 

2.6 

TOTAL   PROGRAMS 

$42^941^281 

$2^062^026 

4^8 

3^8 

The   legislature   approved   a   2    percent    general   fund   reduction   for  the   Office 
of  Public  Instruction's  state  administration   function   and  the  Governor's  proposed  5 
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percent  general  fund  reduction  in  the  distribution  to  public  schools  program. 
The  legislature  exempted  state  special  revenue  reductions  at  the  vocational 
technical  centers  and  approved  a  5  percent  general  fund  reduction. 

POLICY  ISSUE  FISCAL  1987:  USE  OF  EDUCATION  TRUST  INTEREST  FUND 
BALANCE 

The  legislature  used  an  anticipated  fiscal  1987  fund  balance  of  $115,467  in 
the  education  trust  interest  account  to  reduce  general  fund.  The  vo-tech  centers 
will  not  experience  any  expenditure  reduction  as  a  result  of  this  action.  Table  2 
shows  the  funding  switch  for  each  vocational  technical  center. 

Table  2 

Funding  Switch  of  Using  Education  Trust  Interest   Fund  Balance 

Postsecondary  Vocational  Technical  Center 

Fiscal  1987 


Center 

Educ. 

Tru 

st  Interest 

General  Fund 

Budget   Change 

Billings 

$   23,284 

$    (23,284) 

$-0- 

Butte 

18,148 

(18,148) 

-0- 

Great  Falls 

19,419 

(19,419) 

-0- 

Helena 

28,249 

(28,249) 

-0- 

Missoula 

26,367 

(26,367) 

-0- 

System 

$115^467 

$iII5J.4671 

$zQ- 

OTHER    LEGISLATION 

Senate 

Bill 

15    requesi 

ts    the    Board 

of    Public    Education 

and    the    Office    of 

Public  Instruction  to  formulate  plans  and  options  for  reorganization  of  the  public 
school  system  that  would  result  in  cost  savings  and  to  report  such  plans  and  any 
required  legislation  to  the  50th  Legislature. 

Senate  Bill  8  amends  Section  20-7-324,  MCA,  to  change  the  county  one  and 
one-half  mill  levy  used  to  support  the  vo-tech  centers  from  a  permissive  levy  to  a 
mandatory  levy.  Since  the  1981  session,  boilerplate  language  in  the  general 
appropriations  act  has  required  that  this  permissive  levy  be  assessed  at  the  full 
one  and  one-half  mills  in  order  to  receive  any  state  funds. 
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MONTANA 

SCHOOL   FOR   THE 

DEAF  AND  BLIND 

Fiscal   1987   -  - 

Budget  Item 

HB   500 

HB    30 

Difference 

FTE 

8G.82 

107.82 

21.00 

Personal  Services 

$1 ,979,483 

$2,325,281 

$(345,798) 

Operating  Expenses 

1,151,050 

600,612 

550,438 

Equipment 

37,960 

57,960 

(20,000) 

Total  Expenditures 

$3A168A493 

$.2J.983J.853 

S.-IMj.MQ. 

Funding 

General  Fund 

$2,710,993 

$2,526,353 

$   184,640 

Federal  Revenue 

457,500 

£LifilL412 

457,500 
$2^983^853 

-0- 

Total  Funding 

$-184^640 

SPECIAL   SESSION   III 

A  PTIOM 

At-/  1  11/1N 

Cut 

General    Fund 

01  her    Funds 

Total                X  Cut 

Across-the-Board  Cuts   -   HB 

30 

6.8 

$184,640 

-Or 

$184, 

640                  5.8 

ACROSS-THE-BOARD 

CUTS 

The  legislature  reduced  the  general  fund  at  the  Montana  School  for  the  Deaf 
and  Blind  by  6.8  percent  or  $184,640. 

The  legislature  approved  a  .6  percent  general  fund  reduction  for  the  school, 
amounting  to  $11,640  and  a  25.7  percent  reduction  to  the  Audiology  Program 
amounting  to  $173,000. 

The  legislature  approved  a  proposal  by  the  agency  to  provide  the 
audiological  testing  services  with  school  employees  rather  than  contracting  with 
private  providers.  The  cost  of  the  revised  program  and  the  resulting  general 
fund  reduction,    is  shown  in  table   1. 
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Table   1 

Audiclogical  Testing  Services  Proposed   Cost 

Fiscal  Year  1987 


Budget  Item  Fiscal  1987   Cost 

FTE 

Personal  Services 

1.0       Administrator 

8.0       Audiologists 
10.0       Aides 

2.0       Secretaries 

Total  Personal  Services 

Operating  Expenses 
Equipment 

Total  Cost 

House  Bill  500  FY  87   Appropriation 

General  Fund  Reduction 


It  is  the  intent  of  the  legislature  that  the  school  continue  to  contract  with 
providers  when  it  is  cost  effective.  It  is  also  the  legislature's  intent  that  any 
employees  hired  for  this  program  shall  be  temporary  and  that  this  program  be  re- 
viewed in  the  1987  regular  session  for  its  effectiveness. 


21.00 

$ 

30 

,750 

196 

,800 

104 

,550 

25 

LI  J    | 

,338 

$ 

357 , 

,438 

122, 

,562 

20; 

,000 

$ 

500. 

,000 

673; 

,000 

$i!13_,.Q001 
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MONTANA 

STATE   LIBRARY 

COMMISSION 

-   Fiscal   1987   - 

Budget  Item 

HB   500 

HB   30 

Difference 

FTE 

25.50 

25.50 

0.00 

Personal   Services 

$ 

577,498 

$      557,400 

$20,098 

Operating:  Expenses 

308,857 

301,751 

7,106 

Equipment 

$ 

97,494 
983,849 

97,494 
$      956,645 

-0- 

Total  Operating;  Costs 

$27,204 

Non-Operating  Costs 

610,792 

588,483 

22,309 

Total  Expenditures 

$1. 

i§94*£il 

$IJ.545J.128 

$4.9^513 

Funding 

General  Fund 

$ 

544,074 

$      516,870 

$27,204 

State  Special 

446,175 

423,866 

22,309 

Federal  Special 

604,392 
11^.594^641 

SPECIAL   SESSION   II] 

604,392 
^Ia.545^.128 

[   ACTION   -   - 

-0- 

Total  Funding 

$49^513 

% 

G.F. 
Cut 

General   Fund 

•    -   Fiscal   1987   - 
Other   Funds 

Total 

Agency 

%  Cut 

Across-the-Board   Cuts   -   HB 

30 

5.0 

$27,204 

$      22,309 

$      49 

,513 

3.1 

Budget  Amendments    -   HB   21 

1-9. 

-0- 

(236,116) 
$(213^807^ 

(236 
$(186 

,116) 
,603) 

(14.8) 

Total   Changes 

$27,704 

(11.7) 

ACROSS-THE-BOARD 

CUTS 

The  legislature  approved  the  Governor's  recommendation  for  a  5  percent  re- 
duction in  the  Montana  State  Library  Commission's  budget.  This  will  result  in  a 
$27,204  general  fund  reduction  and  a  $22,309  state  special  revenue  fund  reduction 
in  fiscal  1987. 

For  general  fund  savings  the  library  will:  1)  reduce  the  professional  librari- 
ans in  the  reference  and  information  program  by  1.0  FTE  which  may  cause  some 
delays  in  service  and  2)  reduce  the  contract  for  public  library  film  service  with 
the  Butte-Silver  Bow  Public  Library  by  $7,106.  A  reduction  to  the  coal  tax  grant 
appropriation  of  $22,309  will  affect  the  basic  library  services  for  the  library  fed- 
erations,   interlibrary    loan    service,    reference    service    to    small    public    libraries, 
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continuing   education    at    local   libraries,    and   the    provision    of  book    and    materials. 
Coal  tax  authority  of  $352,815   remains  to  fund  the  library  federation  grants. 

BUDGET   AMENDMENTS 

The  legislature  authorized  a  total  of  $236,116  of  federal  and  private  funds  in 
House  Bill  21  for  use  by  the  State  Library  in  the  remainder  of  the  1987  biennium 
for  three  projects.  The  library  was  notified  in  April  1986  that  it  was  receiving 
$154,187  of  federal  funds  under  Title  II  of  the  Library  Services  and  Construction 
Act   (LSCA).      These  funds  are  for  construction  purposes  only. 

The  second  amendment  authorizes  the  state  library  to  spend  an  additional 
$8,729  of  federal  funds  provided  under  Title  III  of  the  LSCA.  These  funds  will 
be  used  to  enhance  MonCat,  the  statewide  bibliographic  database  that  provides 
access  to  the  holdings  of  67  libraries  across  the  state. 

The  third  budget  amendment  authorizes  the  state  library  to  spend  $73,200  of 
private  funds  from  the  W.K.  Kellog  foundation  to  improve  the  delivery  of  edu- 
cational and  informational  services  to  rural  Americans.  The  state  library  will  as- 
sist the  libraries  of  Libby  and  Hamilton  in  conducting  community  needs  assess- 
ment, matching  community-identified  needs  with  existing  resources,  and  contacting 
agencies  and  organizations  who  have  a  need  to  provide  training  or  education  op- 
portunities in  these  areas. 
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MONTANA  ARTS    COUNCIL 


Budget  Item 
FTE 


HB   500 


4.0 


Fiscal  1987 
HB   30 

4.0 


Difference 


0.00 


Personal  Services 
Operating  Expenses 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Funding 

General  Fund 
Federal  Special 

Total  Funding 


Across-the-Board   Cuts   -   1IIJ   30 


$111,265 

$111,265 

$     -0- 

227,932 

222,117 

5,815 

$339,197 

•pOOO  ,  OOii 

$5,815 

168,600 

168,600 
$5.0.1^982 

-0- 

$5_QZAZ97 

15^215 

$116,300 

$110,485 

$5,815 

391,497 

ON   III 

391,497 
$501^982 

ACTION 

-0- 

$.507^797 
-   SPECIAL   SESSI 

&L815 

C.F.                   

-    Fiscal   1987   -   - 

Agency 

X  Cut                   General 

Fund 

Other   Funds 

Total 

%  Cut 

5^0                          $5^: 

515 

n</> 
ii 

li  i 
no 
ii  > 

$5.2.815 

1.1 

ACROSS-THE-BOARD   CUTS 

The  legislature  approved  the  Governor's  recommendation  for  a  5  percent 
across  the  board  reduction  to  the  Montana  Arts  Council's  budget.  This  results  in 
a  $5,815  general  fund  reduction  in  fiscal  1987. 

The  Montana  Arts  Council  has  indicated  reductions  will  occur  in  the 
administration  and  special  programs.  Operating  expense  reductions,  evenly 
distributed  through  several  line  items,  will  be  $3,460  in  the  administration 
program  and  $2,355  in  the  special  program.  The  agency  noted  that  this  reduction 
will  not  severely  affect  any  of  their  current  programs. 
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BOARD   OF  PUBLIC   EDUCATION 


Budget   Item 

FTE 

Personal  Services 
Operating  Expenses 

Total  Expenditures 

Funding 

General  Fund 


HB   500 

2.0 

$   66,030 
37,903 

_>1Q3__933 


$103^933 


Fiscal  1987 
HB   30 

2.0 

$66,030 
32,707 

$9_L_Z37 


$98^737 


Difference 

0.00 

$   -0- 
5,196 

_>5__196 


_>5_.I96 


-   SPECIAL   SESSION   HI   ACTION 

C.F.        _________  Fiscal  1987 

%   Cut        General  Fund      Other  Funds 


Across-the-Bo.ird  Cuts  -  HB  30 


5.0 


$5,196 


-0- 


Total 


55,196 


Agency 
%   Cut 

5.0 


ACROSS-THE-BOARD   CUTS 

The  legislature  approved  the  Governor's  recommendation  for  5  percent  across 
the  board  reductions  in  the  Board  of  Public  Education's  budget.  This  is  a  $5,196 
general  fund  reduction  in  fiscal  1987. 

The  Board  of  Public  Education  is  decreasing  operating  expenses  by 
eliminating  the  membership  in  the  National  Association  of  State  Boards  of 
Education  and  reducing  the  out-of-state  travel  by  $1,596. 

OTHER   LEGISLATION 

The  legislature  approved  Senate  Bill  15  which  requests  the  Board  of  Public 
Education  and  the  Office  of  Public  Instruction  to  formulate  plans  and  options  for 
reorganization  of  the  public  school  system  that  would  result  in  cost  savings  and 
report  such  plans  and  any  required  legislation  to  the  50th  Legislature. 
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MONTANA    HISTORICAL   SOCIETY 


Budget  Item 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Funding 

General  Fund 
Federal  Special 
Other 

Total  Funding 


HB   500 

52.5 

$1,178,562 

718,022 

21,473 

$1,918,057 
610,000 

$2^528^057 


$1,113,240 

1,055,222 

359,595 

$2^528.057 


Fiscal   1987 
HB   30 

52.5 

$1,127,844 

713,078 

21,473 

$1,862,395 
610,000 

$.2^472^395 


$1,057,578 

1,055,222 

359,595 

12^472^395 


Difference 

0.00 

$50,718 
4,944 
-0- 

$55,662 
-0- 

$.55^.662 


$55,662 
-0- 
-0- 

$.55^662 


Across-the-Board  Cuts  -  HB  30 
Budget  Amendments  -  HB  21 


Total  Changes 


-   SPECIAL   SESSION   III   ACTION   - 
G.F.  ---------   Fiscal   1987 

%   Cut        General  Fund      Other  Funds 


5.0 


5.0 


$55,662 
-0- 

$55^,662 


-0- 

(11,921) 

$(-11,921) 


Total 

$55,662 
11,921 

$43,741 


Agency 
X  Cut 

2.2 
(.5) 

i .: 


ACROSS-THE-BOARD    CUTS 

The  legislature  approved  the  Governor's  recommendation  for  a  5  percent 
across  the  board  reductions  to  the  Montana  Historical  Society's  budget.  This 
results  in  a  $55,662   general  fund  reduction   for  fiscal  1987. 

The  Historical  Society  will  reduce  personal  services  by  $50,718.  Of  this 
$36,634  is  in  the  administration,  library,  museum,  publications,  historic  sites 
preservation  and  archives  programs.  This  reduction  will  be  achieved  with 
vacancy  savings.  No  FTE  will  be  deleted.  The  remaining  $14,084  is  in  the  capitol 
tours  program  which  will  be  reduced  by  $14,084  in  fiscal  1987.  This  program  was 
appropriated  $13,033  additional  general  fund  in  fiscal  1987  by  the  49th  Legislature 
for  increasing  guided  tours  during  the   1987  legislative  session. 

There  will  be  a  $4,944   reduction  in  building  rent   from   general  services. 
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BUDGET   AMENDMENTS 

The  Historical  Society  received  an  appropriation  in  House  Bill  21  to  spend 
$7,000  of  a  federal  grant  from  the  National  Endowment  for  the  Humanities  to  com- 
plete a  newspaper  cataloging  project.  This  project  received  fiscal  1986  au- 
thorization from  the  regular  session  in  January  1985.  At  that  time,  the  project 
was  planned  to  end  by  June  30,  1986.  Staff  turnover  has  delayed  the  project 
and  the  agency  requested  a  fiscal  1987  appropriation. 

The  legislature  also  authorized  the  Historical  Society  to  spend  a  $4,921  grant 
from  the  National  Historical  Publications  and  Records  Commission  to  pay  travel  ex- 
penses for  the   Society's  Records  Advisory   Committee  to  meet  twice  a  year. 
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FIRE 

SERVICES   TRAINING 

SCHOOL 

Budget  Item 

HB   500 

Fiscal  1987  - 
HB   30 

Difference 

FTE 

6.0 

6.0 

0.00 

Personal  Services 
Operating'  Expenses 
Equipment 

$179,110 

53,758 

4,000 

$236^868 

$166,883 

53,758 

4,000 

$224^641 

$12,227 
-0- 

-o- 

Total  Expenditures 

$_12^227_ 

Funding 

General  Fund 
Federal  Special 
Other 

$231,868 
2,000 
3,000 

$210,641 

2,000 

12,000 

$21,227 
-0- 
(9,000) 

Total  Funding 

$236^68 

1224^641 

$12A227_ 

3.F. 

SPECIAL   SESSION 

III   ACTION   - 

Agency 

% 

Cut 

General 

Fund 

Other   Funds 

Total 

%  Cut 

Across-the-Board   Cuts   -   HB 

30 

5.3 

$12, 

227 

S      -o- 

$12. 

,227 

5.2 

Other   Changes    -  HB   30 
A.    Funding  Switch 

3.9 
9^2 

9. 

000 

227 

(9,000) 

$(9^000) 

•0- 

-0- 

Total    Changes 

$12,227 

5.2 

ACROSS-THE-BOARD 

CUTS 

The  legislature  approved  the  Governor's  recommendation  for  5  percent  across 
the  board  reductions  to  the  Fire  Services  Training  School's  budget.  This  results 
in  a  $12,227  general  fund  reduction  in  fiscal  1987. 

The  eastern  regional  training  manager  for  the  school  will  retire  before 
September  1,  1986.  To  meet  the  $12,227  general  fund  cut,  the  school  v/ill  leave 
the  position  open  and  reassign  duties  to  the  remaining  staff. 

OTHER   CHANGES 

The  legislature  increased  the  proprietary  fund  and  decreased  the  general 
fund  by  $9,000.  It  was  their  intent  that  the  school  charge  fees  for  the  use  of 
films,  slides,  and  video  tapes  as  well  as  charge  postage  for  all  equipment  they 
lend  to  the  various  fire  departments  thoroughout  the  state. 
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HIGHER 
EDUCATION 


SECTION   F  -   HIGHER   EDUCATION 


Legislative  Action 

Across-the-Board  Cuts 
Board  of  Regents 
Commissioner  of  Higher  Ed 
Community  Colleges 
Bureau  of  Mines  and  Geology 
Agricultural  Experiment  Station 
Cooperative  Extension  Service 
Forest  Experiment  Station 
University  System-Six  Units 

Total  Across-the-Board  Cuts 

Policy  Issues 

MBA  Program  in  Billings 

WAMI  Cost  Reduction 

Utilize  Education  Trust  Interest 

Fund  Balance  -  Student  Assistance 
Reinstate  one-half  of  5  Percent 

Cut  at  MCMST  with  excess  6-mill 

levy  funds 
Utilize  6  Mill  Fund  Balance  -  Six  Uni 

Total  Policy  Issues 

Total  Legislative  Action 


General  Fund 

-  -  Fiscal  1987  - 

%   Cut 

General  Fund 

Other  Funds 

Total 

5.0 

S    1,173 

s 

-0- 

$ 

1,173 

3.1 

81,781 

-o- 

81,781 

5.0 

160,920 

-o- 

160,920 

5.0 

74,302 

-0- 

74,302 

5.0 

297,112 

-0- 

297,112 

5.0 

109,433 

-0- 

109,433 

5.0 

33,479 

-0- 

33,479 

5.0 

3,613,523 

-0- 

3 

,613,523 

$4,371  ,723 

-0- 

$  4 

,371,723 

$   266,241 

$ 

-0- 

$ 

266,241 

40,319 

-0- 

40,319 

940,701 

(940 

,701) 

-0- 

-o- 

(135: 

,000) 

(135,000) 

s 

3,245,000 

$4,492,261 

(3,245 
$(4,320, 

,000) 
,701) 

-0- 

$ 

171,560 

$8^863^984 

$(4^320^701) 

$4 

^43^283 
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COMPARISON   OF   GOVERNOR'S   BUDGET   AND   LEGISLATIVE   ACTION   ON 
HIGHER    EDUCATION    GENERAL   FUND   APPROPRIATIONS 


Governor's  5   Percent 
Reduction  by  Agency 

Board  of  Regents 
Commissioner  of  Higher  Ed. 
Community   Colleges 
Bureau  of  Mines  and  Geology 
Agricultural  Experiment  Station 
Cooperative  Extension   Service 
Forest  Experiment  Station 
University   System-Six  Units 

Total  Governor's  5%  Reductions 

Policy  Issues 


MBA  Program  in  Billings 

WAMI   Cost  Reduction 

Utilize  Education   Trust   Interest 

Fund  Balance-Student   Assistance 
Utilize  Six  Mill  Levy  Fund  Balance 

-  Six  Units 

Total  Policy  Issues 
Total  Action 


Governor's 

Recommended 

5  Percent 

General  Fund 

Legislative 

Reduction 

Action 

Di 

$ 

fference 

$          1,173 

$          1,173 

-0- 

130,986 

81,781 

49,205 

160,920 

160,920 

-0- 

74,302 

74,302 

-0- 

297,112 

297,112 

-0- 

109,433 

109,433 

-0~ 

33,479 

33,479 

-0- 

3,613,586 

3,613,523 

63 

$4,420,991  $4,371,723 


$   49,268 


266,241 

$      266,241 

$          -0- 

-0- 

40,319 

(40,319) 

-0- 

940,701 

(940,701) 

-0- 

3,245,000 

(3,245,000) 

$  266,241    $4,492,261   $(4,226,020) 
$4^687^232    18^863^984   114^176^7521 
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HIGHER   EDUCATION 


Summary 


KB   500 


Fiscal  1987   - 
HB   30 


1. 
2. 
3. 
4. 
5. 
6. 


Board  of  Regents 


$ 


23,465        $ 


Commissioner  of  Higher  Education         6,871,662 


Community   Colleges 
Bureau  of  Mines  and  Geology 
Agricultural  Experimental  Station 
Cooperative  Extension   Service 
Forest  Experiment   Station 
University  System 


3,218,412 
1,539,030 
9,282,924 
4,286,166 
669,578 
116,625,918 


22,292 
6,749,562 
3,057,492 
1,464,728 
8,985,812 
4,176,733 
636,099 
112,881,154 


Total 


$142^517^155  $137^973^872 


SPECIAL   SESSION   III   ACTION 

Fiscal  1987  - 

General  Fund  Other  Funds 


Difference 

;     1,173 

122,100 

160,920 

74,302 

297,112 

109,433 

33,479 

3,744,764 

$4^543^283 


Across-the-Board   Cuts  -   HB 
Policy   Issues  -   HB   30 
Budget  Amendments  -   HB   21 

Total  Changes 


30 


$4,371,723 
4,492,261 
-0- 


$  -0- 

(4,320,701) 
(8,428,186) 


$8_L863_L984         $1I2J.748J.8871 


Total 

$   4,371,723 
171,560 
(8,428,186) 

$13^884^9031 


The  legislature  approved  all  but  one  of  the  Governor's  recommendations  for  5 
percent  across-the-board  general  fund  reductions  in  higher  education  for  a  total 
reduction  of  $4,371,723.  The  legislature  restored  $49,205  of  the  Commissioner  of 
Higher  Education's  5  percent  cut  for  the  State  Work  Study  Program.  The 
legislature  also  approved  the  Governor's  recommendation  to  save  $266,241  of 
general  fund  by  deferring  the  MBA  program  in  Billings.  The  legislature  reduced 
the  general  fund  appropriation  for  WAMI  by  $981,020  and  increased  the  WAMI 
state  special  education  trust  fund  interest  earnings  appropriation  by  $940,701,  for 
a  net  $40,319  cost  reduction.  The  legislature  appropriated  $135,000  of  the 
university  mill  levy  fund  balance  for  the  College  of  Mineral  Science  and 
Technology  and  used  the  six  mill  levy  fund  balance,  estimated  at  $3,245,000,  to 
offset  general  fund  in  fiscal  1987.  In  addition,  four  budget  amendments  totaling 
$8,428,186  were  approved  in  House  Bill  21  for  the  Commissioner  of  Higher 
Education.  The  general  fund  decreases  by  a  total  of  $8,863,984  and  state  special 
revenue  increases  $12,748,887   as  a  result  of  these  actions. 

Special  Session  III  actions  in  higher  education,  including  across-the-board 
general     fund      reductions,      policy     issues,      budget      amendments,      and      a     joint 
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resolution,  are  summarized  below  for  each  agency.  Expenditure  category 
information  is  not  presented  because  higher  education  agencies  will  not  be 
completing  their  operational  plans  for  the  reductions  and  restructuring  until  late 
August. 

BOARD   OF   REGENTS 

The  5  percent  reduction  of  $1,173  results  in  a  fiscal  1987  general  fund  allo- 
cation of  $22,292.  Board  members  have  foregone  $3,200  of  their  per  diem  in  fis- 
cal 1986  because  the  appropriation  did  not  cover  the  authorized  rate  increase  from 
$25  to  $50  per  day.  The  general  fund  reduction  means  board  members  will  forego 
$4,373  of  their  per  diem  in  fiscal  1987.  There  are  no  agency  employees  and  about 
70  percent  of  the  total  budget  is  spent  on  per  diem  and  in-state  travel  for  board 
members. 

Senate  Joint  Resolution  No.  1,  adopted  by  the  senate  and  the  house,  re- 
quests the  Board  of  Regents  to  include  in  its  studies  on  the  long-term  direction 
of  higher  education  institutions  in  Montana  a  report  to  the  Fiftieth  Legislature  on 
the  following: 

1.  A  plan  for  the  administrative  consolidation  of  the  Montana  Agricultural  Ex- 
periment  Station  and  the  Montana  Cooperative  Extension   Service; 

2.  A  long-term  plan  for  achieving  high  quality  academic  programs  in  the  uni- 
versity system,  with  consideration  given  to  making  individual  units  specialty 
schools  within  the  system; 

3.  A  long-term  plan  for  instruction  that:  (a)  consolidates  programs  that  are  of- 
fered on  several  campuses;  (b)  eliminates  programs  that  serve  few  students 
and  are  unnecessary  as  support  for  an  institution's  primary  mission;  and  (c) 
addresses  retention  of  student  access  to  courses  necessary  for  completion  of 
academic  degrees  while  the  long-term  plan  is  phased  in; 

4.  Consolidation  of  administrative  functions  within  the  individual  units  and 
throughout  the  system  which  could  result  in  efficiencies  and/or  cost  re- 
ductions; 

5.  The  potential  for  converting  all  or  part  of  underutilized  system  facilities  for 
other  state  or  private  purposes; 

6.  A  plan  for  expansion  of  the  system's  contribution  to  the  economic  develop- 
ment of  the  state; 

7.  A  plan  for  showing  how  realized  cost  savings  could  be  reinvested  to  maintain 
or  to  improve  the  quality  of  the  system's  academic  programs;   and 

8.  A  plan  for  some  form  of  student  repayment  within  the  V/ICHE,  WAMI,  and 
Minnesota  Rural  Dentistry  Programs  of  student  assistance  in  selected  health 
fields.  -161- 


COMMISSIONER  OF   HIGHER   EDUCATION 

Action  on  reductions,  policy  issues,  and  budget  amendments,  which  result  in 
a  fiscal  1987  budget  of  $15,177,748  for  the  Commissioner  of  Higher  Education,  are 
summarized  below. 

Across-the-Board  Cuts 

The  legislature  restored  $49,205  of  the  Governor's  5  percent  cut  recommen- 
dation because  the  agency  was  planning  to  take  most  of  the  reduction  in  the  State 
Work  Study  Program.  This  restoration  results  in  a  3.1  percent  general  fund  cut 
of  $81,781.  Distribution  of  this  general  fund  reduction  among  programs  is  shown 
in  table  1. 

Table  1 
Commissioner  of  Higher  Education   Across-The-Board   Cut 


Program 

Administration 
Minnesota  Rural  Dentistry 
National  Defense  Student  Loan 
State  Work  Study 

Total 


HB   500 

HB   30 
$      760,602 

Difference 

$      800,633 

$40,031 

133,200 

111,000 

22,200 

60,000 

55,000 

5,000 

291,000 

276,450 

14,550 

$1^284^833 

$1^203^052 

ML1Z8I 

In  administration,  all  expenditure  categories  will  be  evaluated  for  reductions 
and  functions  will  be  reorganized  as  a  result  of  the  $40,031  cut.  Two  students 
have  dropped  out  of  the  Minnesota  Rural  Dentistry  Program,  creating  the  $22,200 
balance  included  in  the  agency  cut.  The  full  appropriation  for  the  National 
Defense  Student  Loan  Program  was  not  required  to  match  available  federal  funds, 
so  a  $5,000  reduction  was  made.  There  is  a  $14,550  reduction  in  the  State  Work 
Study  Program. 

Policy   Issues 

Three  policy  issues  were  approved  in  the  student  assistance  programs. 
First,  because  WAMI  medical  student  assistance  costs  have  decreased,  the  fiscal 
1987  appropriation  of  $1,938,938  was  reduced  $40,319.  Second,  the  general  fund 
appropriation  for  WAMI  was  reduced  by  $940,071  and  the  coal  tax  education  trust 
fund  interest  earnings  appropriation  was  increased  by  a  like  amount.  There 
remains  a  projected  fiscal  1987  ending  fund  balance  of  $134,069  in  the  education 
trust  fund. 
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Third,     House    Bill    30    includes    language    that    directs    the    agency  to    notify 

students    applying   for    the    WICHE,    WAMI,    or   Minnesota    Rural    Dentistry  Programs 

in   fiscal   1988   that   the   1987   legislature   may  require  entering  students  to  pay   back 
a  percentage  of  their  support  fees. 

Budget  Amendments 

Four  budget  amendments  totaling  $8,428,186  for  the  Commissioner's  office- 
were  approved  in  House  Bill  21.  Three  federal  fund  amendments  total  $126,186 
and  include:  (1)  Carl  D.  Perkins  Scholarship  Program  of  $50,000  to  provide 
scholarships  to  outstanding  high  school  students  who  wish  to  pursue  careers  as 
teachers;  (2)  Education  for  Economic  Security  Title  II  Program  in  the  amount  of 
$65,000  to  upgrade  the  teaching  skills  of  educators  in  the  mathematics  and  science 
disciplines  through  competitive  grants  to  postsecondary  institutions;  and  (3)  a 
change  in  accounting  of  federal  indirect  cost  recoveries  which  required  $11,186  of 
additional  appropriation  authority  to  record  transfer  of  this  amount  to  the  general 
fund. 

The  fourth  amendment  authorizes  a  proprietary  fund  of  $8,302,000  to  estab- 
lish the  accounting  function  of  the  university  system  Group  Insurance  Program  in 
the  Commissioner's  office,  rather  than  under  the  auxiliary  accounts  at  Montana 
Tech.  This  amendment  added  2.5  FTE  with  salaries  and  benefits  of  $74,500.  The 
operating  costs  of  $306,400  include  $245,000  for  operation  of  the  wellness  pro- 
grams on  each  campus.  Equipment  totals  $1,100  and  non-operating  costs  for 
insurance  payments  are  established  at  $7,920,000. 

COMMUNITY   COLLEGES 

The  $160,920  across-the-board  cuts  for  community  colleges,  which  reduce 
state  support  to  49.4  percent  of  the  current  unrestricted  operating  budgets  in 
fiscal  1987,    are  shown  on  table  2. 

Table  2 
Community   Colleges  5   Percent   General   Fund   Cut 


College 

Dawson 

Flathead 
Miles 


:otal 


HB   500 

$      751,088 

1,596,062 

871,262 

$3^218^412 


HB    30 

$      713,534 

1,516,259 

827,699 

$.3^057^492 


Difference 


$      37 
79 
43; 

,554 
,803 
,563 

$!6JL920 
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Legislative   action    results   in   a  fiscal   1987    funding   formula   for   the   community 
colleges  as  presented  in  table  3. 


Table  3 

Fiscal  ] 

L987   Formula 

for  Community 

Colleges 

Student 

Cost 

Unrestricted 

%  State 

General 

College 

FTE 

Factor 

Budget 

Support 

Fund 

Dawson 

400 

X 

$3,611 

= 

$1,444,400 

X 

49.4 

=     $      713,534 

Flathead 

850 

X 

$3,611 

= 

3,069,350 

X 

49.4 

1,516,259 

Miles 

464 

X 

$3,611 

= 

1,675,504 

X 

49.4 

827,699 

Total 

1^714 

$6^189^254 

$3^057^492 

Dawson  Community  College  reports  that  its  Baker  Center  is  being  closed,  its 
Sidney  Center  reduced,  and  building  repairs  eliminated.  Approximately  40  even- 
ing classes  are  canceled,  with  16  part-time  instructors  released  and  2  FTE  elim- 
inated. These  service  reductions  are  for  both  the  5  percent  cut  and  the  loss  of 
tuition  revenue  due  to  lower  enrollment. 

Flathead  Community  College  will  eliminate  60  classes  and  1  counselor  position. 
Two  faculty  will  take  early  retirement  and  these  positions  will  not  be  filled  in  fis- 
cal 1987.  Other  cuts  arc  being  made  in  operating  expenses,  intercollegiate  athlet- 
ics,   and  summer  school  sessions. 

Miles  Community  College  is  nearly  closing  its  Colstrip  Center  and  campus 
evening  classes.  A  custodian  and  all  purchases  of  equipment  and  library  books 
are  being  eliminated.  Agency  officials  report  additional  cuts  will  be  made  due  to 
lower  enrollments. 

BUREAU   OF  MINES   AND   GEOLOGY 

The  fiscal  1987  appropriation  for  the  bureau  of  mines  is  Si  ,464,728,  includ- 
ing $1,411,728  of  general  fund  which  was  reduced  by  $74,302  or  5  percent.  The 
bureau  is  terminating  1  clerical  FTE  and  a  .5  professional  FTE,  thereby  increas- 
ing the  length  of  time  required  to  respond  to  information  requests  in  hydrology 
and  minerals.  Graduate  assistants  are  being  cut  from  20  to  9  students,  travel  is 
reduced  $20,000,  and  equipment  is  cut  $10,000.  In  addition,  two  research 
projects  are  on  hold. 
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AGRICULTURAL   EXPERIMENT   STATION 

The  fiscal  1987  appropriation  for  the  agricultural  experiment  station  is 
$8,985,812,  including  $5,G45,120  of  general  fund  which  was  reduced  by  $297,112 
or  5.3  percent.  The  agency  will  make  reductions  in  personal  services,  operating 
expenses,     and     equipment     through     restructuring    of    operations     and     programs. 

COOPERATIVE   EXTENSION   SERVICE 

The  fiscal  1987  appropriation  for  the  extension  service  is  $4,176,733,  includ- 
ing $2,079,227  of  general  fund  which  was  reduced  by  $109,433  or  5.3  percent. 
The  agency  will  make  reductions  in  field  staff  and  classified  personnel,  plus  op- 
erating expenses  and  equipment. 

FOREST   AND   CONSERVATION   EXPERIMENT   STATION 

The  fiscal  1987  appropriation  for  the  forest  experiment  station  is  $636,099, 
comprised  entirely  of  general  fund.  The  station  will  realize  $33,479  or  5.3 
percent  general  fund  savings  by  reducing  summer  graduate  research  assistants 
approximately  50  percent,  and  by  cutting  operating  expenses  $8,000  and  equip- 
ment $9,000. 

UNIVERSITY   SYSTEM 

University   System  5   percent  reductions  of  $3,613,523  are  detailed  in  table  4. 

Table  4 
University   System  5   Percent  General  Fund  Cut  by  Unit 


Unit 


General  Fund  Cut 


FTE 


Expenditure  Reductions   ------ 

Personal 

Services       Operations  Capitol 


MSU* 

$1,382,177 

105.86 

$1,657,177 

$400,000 

$200,000 

UM 

1,115,871 

33.50 

900,000 

215,871 

-0- 

EMC 

440,684 

22.00 

440,684 

-0- 

-.0- 

NMC 

267,500 

9.50 

192,000 

75,500 

-0- 

WMC 

137,851 

4.75 

131,851 

6,000 

-0- 

MCMST* 

Changes 

269,440 
$3.613.523 

9.50 
185U1 

34,440 
$3^356^152 

-0- 

100,000 

Total 

M97...371 

$300^000 

*Total  expenditure  reductions  at  MSU  equal  $2,257,177  because  the  unit  included 
$875,000  of  tuition  revenue  shortfall  with  the  general  fund  reduction  and  pro- 
vided no  detail  on  the  5   percent  cut. 
**The  subcommittee  reinstated  $135,000  for  MCMST   from  six  mill  levy  revenue. 
The  expenditure  reductions  shown  here  reflect  the  $135,000  reinstatement  and 
are  estimated. 
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University  system  presidents  report  that  a  total  of  185.11  FTE  positions  will 
be  held  open  or  eliminated  and  that  operating  expense  will  be  reduced  by 
$697,371.  Capital  and  deferred  maintenance  cuts  at  MSU  and  Montana  Tech  total 
$300,000.  In  addition,  the  tuition  revenue  shortfall  due  to  enrollment  declines  is 
projected  at  $1,498,864,  making  projected  total  university  system  reductions 
$5,112,387   for  fiscal  1987. 

Policy  Issues 

Three  policy  issues  were  approved  by  the  legislature  for  a  total  general  fund 
reduction  of  $3,511,241  and  a  $3,380,000  increase  in  other  funds.  These  are 
summarized  in  table  5. 

Table  5 
Policy  Issues  Approved  by   House  Appropriations   Committee 

General  Fund  Other  Funds 

Issue  Reduction  Increase  Total 

MBA   Program  $      266,241  $  -0-  $   266,241 

Montana  Tech  -0-  (135,000)  (135,000) 

Six  Mill  Levy  Balance  3,245,000  (3,245,000)  -0- 

Total  Changes  $3.511.241  $13^380^0001  $     131.241 


Implementation  of  the  MBA  Program  in  Billings  by  the  University  of  Montana 
was  deferred  for  a  fiscal  1987   general  fund  savings  of  $266,241. 

Of  the  university  system  six  mill  levy  fund  balance,  $135,000  was 
appropriated  for  Montana  Tech  to  reinstate  one-half  of  the  5  percent  general  fund 
reduction  and  assist  the  institution  in  maintaining  accreditation.  The  legislature 
utilized  the  remainder  of  the  university  six  mill  levy  fund  balance,  estimated  to 
be  $3,245,000  by  fiscal  year-end  1987,  to  reduce  the  general  fund  appropriation 
to  the  six  units  by  a  like  amount.  There  is  no  expenditure  reduction  associated 
with  this  amendment. 
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LONG  RANGE 
PLANNING 


LONG-RANGE   PLANNING 


LONG-RANGE   BUILDING   PROGRAM 

The  special  session  of  the  legislature  resulted  in  two  changes  in  the 
Long-Range  Building  Program. 

House  Bill  10  cancelled  the  capitol  renovation  project  by  transferring  the  re- 
maining balance  in  the  capitol  renovation  bond  proceeds  account  to  the  debt  ser- 
vice account  for  long-range  building  bonds.  In  October  1986,  approximately  $5.1 
million  will  be  transferred  and  applied  to  the  principal  and  interest  payments  on 
general  obligation  long-range  building  bonds,  thereby  reducing  the  general  fund 
obligation   for  debt  service  by  a  like  amount. 

In  House  Bill  30,  the  legislature  appropriated  $600,000  in  fiscal  1987  for  the 
final  payment  on  the  purchase  of  Lake  Elmo  in  Billings.  The  funding  for  the 
payment  will  be  $277,500  in  federal  land  and  water  conservation  funds  and 
$322,500  in  coal  tax  park  acquisition  trust  interest  earnings.  The  effect  of  the 
$600,000  appropriation  was  to  cancel  other  park  acquisition  and  improvement 
projects,  for  which  the  appropriation  authority  exists  but  funds  will  not  be 
available.  After  the  funding  is  complete  for  the  Lake  Elmo  purchase,  the 
long-range  planning  subcommittee  directed  the  Department  of  Fish ,  Wildlife  and 
Parks  to  fund  Spring  Meadow  Lake,  Elkhorn  building  stabilization,  and  Lake  Elmo 
improvements  as  the  next  three  priorities  for  the  expenditure  of  coal  tax  park 
acquisition  funds. 

RESOURCE  INDEMNITY  TRUST  GRANT  PROGRAM 

Three  amendments  to  the  RIT  grant  program  legislation  (House  Bill  922, 
Laws  of  1985)  were  approved  by  the  special  session.  The  appropriation  for  grant 
administration  was  reduced  from  $277,000  to  $108,000  for  the  1987  biennium.  The 
$108,000  appropriation  is  intended  to  cover  grant  administration  costs  in  fiscal 
1987  and  provide  funds  for  the  solicitation  and  review  of  RIT  grant  projects  for 
the  1989  biennium.  The  executive  budget  had  proposed  that  the  grant 
administration  funding  be  reduced  to  $77,000,  a  level  that  would  have  provided  no 
funding  for  the  development  of  an  RIT  grant  program  proposal  for  the  1989 
biennium.  A  second  amendment  limited  the  appropriation  for  the  environmental 
contingency  fund  to  $175,000  in  fiscal  1987.  In  the  original  legislation,  the 
environmental  contingency  fund  was  allocated  5  percent  of  the  RIT  interest 
earnings   appropriated   to  the   department,    which    was   estimated   to   equal   $475,000. 
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The  third  amendment  reduced  the  appropriation  for  the  Department  of  Health  and 
Environmental  Sciences  hazardous  waste  collection  project  from  $800,000  to 
$747,313  as  recommended  by  the   Governor. 

The  total  appropriation  in  House  Bill  922  is  now  $4,145,789,  which  represents 
a  $521,687  reduction.  These  savings,  along  with  a  $300,000  projected  RIT  inter- 
est fund  balance,  were  used  to  replace  $821,687  of  general  fund  in  the 
Department  of  Natural  Resources  and  Conservation  water  resources  division 
budget.      (See  Section  C  of  this  report.) 

The  executive  proposal  to  divert  the  RIT  tax  to  the  general  fund  in  fiscal 
years  1987-1989  was  not  adopted  by  the  legislature. 

WATER   DEVELOPMENT   PROGRAM 

The  Water  Development  Program,  funded  in  Chapter  717,  Laws  of  1985,  was 
amended  to  eliminate  the  $125,000  water  development  emergency  grant  program. 
The  $125,000  is  now  appropriated  to  replace  general  fund  in  the  Department  of 
Natural  Resources  and  Conservation  water  resources  division  budget.  (See 
Section  C  of  this  report.) 

CULTURAL   AND   AESTHETIC   PROJECTS   ACCOUNT 

The  special  session  of  the  legislature  amended  House  Bill  961,  Laws  of  1985, 
which  appropriated  $150,000  of  general  fund  money  for  the  purchase  of  C.  M. 
Russell  artwork.  House  Bill  961,  as  approved  in  the  1985  regular  session,  set  up 
a  general  fund  loan,  which  was  to  be  repaid  from  the  cultural  and  aesthetic  proj- 
ects account  by  the  end  of  the  1991  biennium.  As  amended  by  the  special  ses- 
sion, House  Bill  961  requires  that  the  general  fund  loan  be  repaid  in  the  1987  bi- 
ennium to  the  extent  that  funds  are  available  after  the  appropriations  for  the 
cultural  and  aesthetic  grant  program  have  been  met.  The  current  revenue  esti- 
mates for  the  1987  biennium  anticipate  that  the  loan  will  be  fully  repaid  in  the 
1987  biennium. 
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